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AMENDING THE BANKRUPTCY ACT RESPECTING THE 
TRANSMISSION OF CERTAIN PAPERS 


Marcu 23. 1959.—Referred to the House calendar and ordered to be printed 


Mr. Forrester from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 4345] 


The Committee on the Judiciary, to whom was referred the bill 
(H.R. 4345) to repeal clause (9) of subdivision a of section 39 of the 
Bankruptey Act (11 U.S.C. 67a (9)), respecting the transmission of 
papers by the referee to the clerk of the court, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE 


This bill would eliminate an unnecessary administrative burden by 
repealing the clause in the Bankruptcy Act requiring the referee to 


transmit certain papers to the clerk of the court prior to the closing 
of the case. 


COST 


There is no cost to the United States. If anything, this legislation 
will result in a small saving in administrative costs. 


RECOMMENDATION OF THE JUDICIAL CONFERENCE 


This bill was introduced at the request of the Judicial Conference 
of the United States. A letter from the Administrative Office of the 
U.S. Courts transmitting this proposal is appended hereto. 


STATEMENT 


The Bankruptcy Act now requires the referee to transmit to the 
clerk of the court “forthwith” (1) all bonds filed with and approved 
by him, (2) the originals of all orders made by him granting adjudica- 
ions or dismissing petitions, (3) certified copies of all orders granting, 
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denying or revoking discharges or adjudging that bankrupts have 
waived their right to a discharge, (4) certified copies of all orders 
confirming or refusing to confirm, or setting aside the confirmation 
of, arrangements or wage earner plans, and (5) certified copies of all 
orders reinstating the proceedings or cases. 

The referee is also required by the act to transmit to the clerk of 
the court, when a case is closed, all records which the act requires him 
to keep. 

This committee is of the opinion that the transmission of papers 
prior to the closing of the case is unnecessary and results only in 
unwarranted paperwork. At present, the referee must, upon receipt 
or issuance of each of the papers specified in the statute, make an 
entry on his docket and transmit the paper to the clerk of the court 
who must then make an entry on his docket. It would seem adequate 
to have the papers remain in the referee’s office until the case is closed 
and then to transmit the entire file to the clerk of the court. 

H.R. 4345 would accomplish this change by repealing section 39a(9) 
of the Bankruptcy Act which requires the referee to transmit specified 
papers “forthwith” to the clerk. 

The National Bankruptcy Conference has endorsed this procedural 
reform. 

JANUARY 28, 1959, 
Hon. Sam RayBurn, 
Speaker, House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is transmitted herewith, on behalf of 
the Judicial Conference of the United States, a bill to repeal clause (9) 
of subdivision (a) of section 39 of the Bankruptcy Act (11 U.S.C, 
67a(9)) relating to the transmission of certain papers by the referee 
in bankruptcy to the clerk of the court. 

There is attached an explanation of this proposal. Representatives 
of this office will be glad to appear before the committee and to pro- 
= any further information which may be desired concerning the 

ill. 
Respectfully, 
Warren Otney III, Director. 


EXPLANATION OF PROPOSED BILL TO REPEAL CLAUSE (9) OP 
SUBDIVISION & OF SECTION 39 OF THE BANKRUPTCY ACT 
(11 U.S.C. 67a(9)), RESPECTING THE TRANSMISSION OF 
PAPERS BY THE REFEREE TO THE CLERK OF THE COURT 


Clause (9) of section 39a of the Bankruptcy Act (11 U.S.C. 
67a(9)) requires the referees to transmit to the clerks of the 
courts “forthwith” all bonds filed with and approved by 
them, the originals of all orders made by them granting 
adjudications or dismissing the petitions, and certified copies 
of all orders made by them granting, denying, or revoking 
discharges, or confirming or refusing to confirm arrangements 
or plans or setting aside the confirmation of arrangements or 
meisnater plans and reinstating the proceedings. 

‘lause (10) of section 39a provides that the referees must 
safely keep and transmit to clerks of the courts, when the 
cases are closed the records which the act requires them to 
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keep. In view of this clause (9) of section 39a does not serve 
any substantial purpose. 

The proposed bill would repeal clause (9) of section 39a of 
the Bankruptcy Act (11 U.S.C. 67a(9)) and change clause 
(10) to (9). This would eliminate considerable paperwork in 
the offices of referees and in the offices of the clerks of the 
courts by permitting the papers mentioned in clause (9) to 
remain in the offices of the referees until the cases are 
closed. When the cases are closed such papers will be trans- 
mitted to the clerks for preservation. 

The Judicial Conference of the United States at its 
September 1958 meeting, upon the recommendation of its 
Committee on Bankruptcy Administration, approved an 
amendment to section 39a(9) of the Bankruptcy Act as 
proposed by the bill. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italic: 

§39 or THE Bankruptcy Act (11 U.S.C. 67) 


§39. Duties of referees; prohibition against practice of law. 
Referees shall * * * 
(a) * * * 
* * * * - ~ * 
[(9) transmit forthwith to the clerks all bonds filed with and ap- 
proved by them, the originals of all orders made by them grantin 
adjudications or dismissing the petitions as provided in this title, wal 


certified copies of all orders made by them, granting, denying, or re- 
voking ore or adjudging that bankrupts have waived their 


right to a discharge, confirming or refusing to confirm, or settin 
aside the confirmation of, arrangements or wage earner plans, an 
reinstating the proceedings or cases; and] [(10)] (9) 


oO 
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SIMPLIFYING THE FILLING OF REFEREE VACANCIES 


Marcu 23, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H.R. 4340] 


The Committee on the Judiciary, to whom was referred the bill 
(H.R. 4340) to amend sections 43 and 34 of the Bankruptcy Aet. 
(11 U.S.C. 71, 62) to simplify the filling of referee vacancies, having 
considered the same, report favorably thereon without amendment. 
and recommend that the bill do pass. 


PURPOSE 


This bill would simplify the filling of vacancies occurring in the 
office of referee in bankruptcy. 


cost 


‘There is no cost to the United States. If anything, this legislation 
= result in a small saving to the Administrative Office of the U.S. 
ourts. 


RECOMMENDATION OF THE JUDICIAL CONFERENCE 


This bill was introduced at the request of the Judicial Conference of 
the United States. A letter from the Administrative Office of the 
US. Courts transmitting this proposal is appended hereto. 


STATEMENT 


Under present law, whenever the office of referee in bankruptcy 
mes vacant, that vacancy cannot be filled without the approval of 

the Judicial Conference of the United States. Since this provision 
was enacted, the Judicial Conference has been substantially enlarged. 
It now is composed of the Chief Justice, the chief judge of each of the 11 
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judicial circuits, the chief judge of the Court of Claims, and a district 
judge from each judicial circuit. The Conference generally does not 
meet more than twice a year. If a vacancy arises when the Con- 
ference is not in session, it is necessary to poll all of the members by 
mail before filling a referee vacancy. This often takes 6 to 12 weeks 
and during that time a substantial Saline of cases accumulates in the 
referee’s office. 

This bill provides that where there is no change in the existing salary 
or arrangement, a vacancy may be filled upon the recommendations 
of the Director of the Administrative Officer of the U.S. Courts, the 
district judge or judges, and the circuit council that the office be 
continued. If the Director, the district judge or judges, or the circuit 
council concerned recommends a change in salary or arrangements, it 
would still be necessary to obtain the approval of the Judicial Con- 
ference before filling the vacancy. 

JANUARY 28, 1959. 
Hon. Sam Raysurn, 
Speaker, House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is transmitted herewith, on behalf of 
the Judicial Conference of the United States, a bill to amend sub- 
division b of section 43 of the Bankruptcy Act (11 U.S.C. 71b) and 
subdivision a of section 34 of the Bankruptcy Act (11 U.S.C. 62a) to 
simplify the filling of vacancies in the office of referees in bankruptcy. 

There is attached an explanation of these proposals. Representa- 
tives of this office will be glad to appear before the committee and to 
pepnide any further information which may be desired concerning the 


Respectfully, 


Warren Otney III, Director. 


EXPLANATION OF PROPOSED BILL TO AMEND SECTIONS 43B 
AND 384A OF THE BANKRUPTCY ACT (U.S.C. SECS. 71 AND 62) 
TO SIMPLIFY THE FILLING OF REFEREE IN BANKRUPTCY 

VACANCIES 


Section 43a of the Bankruptcy Act, in part, provides that 
when a vacancy occurs in the office of a referee, the clerk of 
the district court shall notify the Director of the Adminis- 
trative Office of the U.S. Courts. 

Section 43b of the Bankruptcy Act provides that when 
the Office of the referee is vacant, the Director shall recom- 
mend to the district judges, the councils and the Judicial 
Conference of the United States whether a new appointment 
should be made, and no such appointment shall be made until 
authorized by the Conference. 

As presently constituted, the Judicial Conference of the 
United States is composed of the Chief Justice of the United 
States, as Chairman, the chief judges of the 11 judicial 
circuits, the chief judge of the Court of Claims, and a district 
judge of each judicial circuit (28 U.S.C. 331). The Court 
of Claims was authorized to be represented on the Conference 
by the act of July 9, 1956, and the district court was author- 
ized to be represented by the act of August 28, 1957. 











SIMPLIFYING THE FILLING OF REFEREE VACANCIES 


The amendments proposed by the bill to section 43b of the 
Bankruptcy Act and section 34a would permit a vacancy in 
the office of a referee to be filled when recommended by the 
Director, the district judge or judges, and the circuit council 
that the office be continued, on the existing basis, without 
recommendation to the Conference or its approval. 

The Judicial Conference of the United States at its meet- 
ing in September 1958, upon the recommendation of its 
Committee on Bankruptcy Administration, approved this 
proposed legislation. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Represent- 
atives, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italic: 


Section 43 or THE Bankruptcy Act (11 U.S.C. 71) 


“ ** * 


(a) 

“(b) [Whenever the office of referee is vacant, the Director shall 
recommend to the district judges, the councils and the conference 
whether a new appointment should be made, and no such appointment 
shall be made until authorized by the conference.] A vacancy in the 
office of referee may be filled on the existing basis wpon the recommenda- 
tions of the Director, the district judge or judges and the circuit council 
that the office be so continued. If a change in the existing salary or 
arrangements is recommended by the Director, the district judge or judges 
or the circuit council, a vacancy shall not be filled until the conference 
has acted thereon.” 


Section 34 or THE Bankruptcy Act (11 U.S.C. 62) 


“$34. Appointment, reappointment, and removal of referees—(a) 
Appointment. 

“* * * Upon the expiration of his term, a referee in bankruptcy 
shall continue to perform the duties of his office until his successor is 
appointed and qualified provided the filling of the vacancy has been 
authorized [by the Conference] af provided in subdivision b of Sec- 
tion 43 of this Act.” 

O 
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AMENDING THE BANKRUPTCY ACT WITH RESPECT TO 
AUTOMATIC ADJUDICATION AND REFERENCE 


Marcu 23, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 4692! 


The Committee on the Judiciary to whom was referred the bill 
(H.R. 4692) to amend sections 1, 18, 22, 331, and 631 of the Bank- 
ruptey Act (11 U.S.C. 1, 41, 45, 731, 1031) to provide for automatic 
adjudication and reference in certain cases. having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The purpose of this bill is to eliminate the administrative burden 
on district judges imposed by present requirements for adjudication 
and reference in bankruptcy cases. 


cost 


There is no cost involved. Enactment of this legislation would 
result in some savings of the time of Federal judges. 


RECOMMENDATION OF THE JUDICIAL CONFERENCE 


This bill was introduced at the request of the Judicial Conference 
of the United States. A letter from the Administrative (ffice of the 
U.S. Courts, transmitting this proposal, is appended hereto. 


STATEMENT 


H.R. 4692 deals with the process of adjudication and reference in 
bankruptcy cases. Present law requires the district judge to hear all 
voluntary petitions and to make the adjudication or dismiss the 
petition. Phis has become a virtually automatic process since there 
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are no issues presented at this point requiring a judicial determination 


by the judge. In what has become no more than a matter of form, 
the judge simply signs an order of adjudication. Rather than require 
district judges to continue to perform that unnecessary chore, this 
bill provides that the filing of a voluntary petition in ordinary bank- 
ruptcy shall of itself operate as an adjudication. 

A similar situation arises in respect to the reference of cases to a 
referee. The Bankruptcy Act now authorizes only the district judge 
to refer cases. This, too, has become a routine formality in almost 


every case. In order to relieve the judge of the burden of signing | 


orders of reference, this bill directs the clerk of the court to make the 
reference of ordinary bankruptcy cases and in chapter XI and chapter 
XIII cases, unless the district judge directs otherwise. No change is 
contemplated in the procedural safeguards provided in the adjudica- 
tion of involuntary cases. 

Last year over 91,000 petitions in bankruptcy were filed. Although 
the burden on judges of signing orders of adjudication and reference 
is not a major ieee in causing Federal court congestion, it is never- 
theless a factor which can be alleviated without adversely affecting 
the rights of litigants. 

This bill has received the endorsement of the National Bankruptcy 
Conference. 

ADMINISTRATIVE OFFICE OF THE 
U.S. Courts, 
SupreME Court BuILpING, 
Washington, D.C., February 9, 1959. 
Hon. Sam Raysurn, 
Speaker, House a Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is transmitted herewith, on behalf of the 
Judicial Conference of the United States, a bill to amend the Bank- 
ruptcy Act to provide for automatic adjudication and reference in 
certain bankruptcy cases. An explanation of the bill is attached. 

It is respectfully requested that the bill be introduced in the House. 
Representatives of this Office will be glad to appear before the com- 
mittee and oe any further information which may be desired 
concerning the bill. 

Sincerely yours, 
Warren Ouney III, Director. 


EXPLANATION OF PROPOSED BILL TO AMEND THE BANK- 
RUPTCY ACT TO PROVIDE FOR AUTOMATIC ADJUDICATION 
AND REFERENCE BY THE CLERK IN CERTAIN CASES 


Section 18g of the Bankruptcy Act (11 U.S.C. 41g) re- 
quires the district judge to hear voluntary petitions and make 
the adjudications thereon. Section 22a (11 U.S.C. 45a) au- 
thorizes the judge to refer bankruptcy proceedings to a 
referee. The exercise of this power, which is routine, 
normally requires the entry of an order of reference signed 
by the judge. 

The proposed bill would eliminate these routine duties of 
district judges by amending the Bankruptcy Act to provide, 
first, that the filing of a voluntary petition in ordinary 





Dam 














CE 


ation 
form, 
quire 
, this 
ank. 


toa 
udge 
most 


ning | 


» the 
ipter 
e is 
ica- 


ugh 
ence 
ver- 
ting 


dtey 


the 
nk- 
» in 


ise, 
ym- 
red 


ae 


BANKRUPTCY ACT—AUTOMATIC ADJUDICATION AND REFERENCE 3 


bankruptcy shall operate as an adjudication and, second, 
that unless the judge or judges direct otherwise the clerk of 
the court shall make the reference of all ordinary bankruptcy 
cases (voluntary and involuntary), chapter XI (arrange- 
ment) and chapter XIII (wage earners’ plan) cases. No 
change is contemplated in the procedural safeguards which 
surround the process of adjudication in involuntary cases. 

The proposed bill would reduce the time consumed by the 
district judges in the performance of routine duties which 
have become burdensome because of the steady increase in 
the volume of bankruptcy cases and have thus contributed 
to the broader problem of congestion in the courts. 

The Administrative Office of the U.S. Courts solicited the 
views of district judges, referees, and clerks of court regard- 
ing the proposals and all comments received were favorable. 

Accordingly, the Judicial Conference, at its September 
1958 meeting, upon the recommendation of its Committee 
on Bankruptcy Administration, directed that this amend- 
ment be drafted and transmitted to Congress. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Represent- 
atives, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italics: 


§ 1 or THE Bankruptcy Acr (11 U.S.C. § 1) 


§ 1. Meaning of words and phrases. 
* x * * * * * 

1) *x* * * 

(2) [‘‘Adjudication” shall mean a decree that a person is a bank- 
rupt;] “Adjudication” shall mean a determination, whether by decree 
or by operation of law, that a person is a bankrupt;’. 

x * * * * * x 


(12) [‘‘Date of adjudication” shall mean the date of entry of the 
decree of adjudication, or, if such decree is appealed from, then the 
date when such decree is finally confirmed or the appeal is dismissed ;] 
“Date of adjudication’’ shall mean the date of the filing of any petition 
which operates as an adjudication, or the date of entry of a decree of 
adjudication, or if such decree is appealed from, then the date when such 
decree is finally confirmed or the appeal is dismissed;. 


§18 or THE Bankruptcy Acr (11 U.S.C. §41) 
§18. Process; pleadings; and adjudications, 


(a) * * 


(b) * 


* *# & & 
* *# * & 
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[(f) If the judge is absent from the district, or the division of the 
district in which the petition is pending, on the next day after the last 
day on which pleadings may be filed, and none has been filed, the clerk 
shall, if the case has not already been referred, forthwith refer it to 
the referee. ] 

{[(g) Upon the filing of a voluntary petition, other than a petition 
filed in behalf of a partnership by less than all of the partners, the 
judge shall hear the petition and make the adjudication or dismiss 
the petition. If the judge is absent from the district, or the division 
of the district in which the petition is filed, at the time of the filing, 
the clerk shall forthwith refer the case to the referee. ] 

(f) The filing of a voluntary petition under chapters I to VII of this 
Act, other than a petition filed in behalf of a partnership by less than all 
of the partners, shall operate as an adjudication with the same force and 
effect as a decree of adjudication, 


§ 22 or tHe Bankruptcy Acr (11 U.S.C, 45) 


§ 22. Reference of petitions. 

(a) [The judge may at any stage of a proceeding under this title 
refer the same to a referee, either generally or specially.] Unless the 
judge or judges direct otherwise, the clerk shall refer to a referee all cases 
filed under chapters I to VII, chapter XI, and chapter XIII of this 
Act. 

§ 331 or rar Bankruptcy Act (11 U.S.C. 731) 


§ 331. Reference to referee. 


[The judge may refer the proceeding to a referee.] The clerk shall, 
unless the judge or judges direct otherwise, refer the proceeding to a 
referee. 


§ 631 or THe Bankruptcy Act (11 U.S.C. 1031) 


§ 631. Reference to referee. 

[The judge may refer the proceeding to a referee.J] The clerk 
shall, unless the yudge or judges direct otherwise, refer the proceeding to 
a referee. 
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AMENDING THE BANKRUPTCY ACT TO CONSOLIDATE 
THE REFEREES’ SALARY AND EXPENSE FUNDS 


Marcu 23, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 4693] 


The Committee on the Judiciary, to whom was referred the bill 
(H.R. 4693) to amend the Bankruptcy Act so as to consolidate the 
referees’ salary and expense funds, having considered the same, report 
favorably thereon with amendments and recommend that the bill 
do pass. 

The amendments are as follows: 

1. Page 1, line 5, strike out the word “‘Referrees’ ” and substitute in 
lieu thereof ‘‘Referees’ ”’. 

2. Page 1, line 6, strike out the word “Rund” and substitute in 
lieu thereof ‘“‘Fund”’. 

3. Page 2, line 5, strike out “general order” and substitute in lieu 
thereof ‘‘General Order’’. 

4. Page 2, line 7, insert a period after “c” where it occurs after the 
word ‘Subdivision’. 

5. Page 2, line 25, insert a comma after the word “conference”. 

6. Page 3, line 20, insert a period after “‘c”’ where it occurs after the 
word ‘‘Subdivision’’. 

7. Page 3, line 22, strike out “referee’s” and insert in lieu thereof 
“referees’ ’’. 

8. Page 4, line 1, strike out the comma following the word “allow- 
ances’. 

9. Page 4, line 19, insert a period after ‘‘c” where it occurs after 
the word “Subdivision”’. 

10. Page 5, line 2, strike out “referee” and insert in lieu thereof the 
word “referees”. 

11. Page 5, line 24, strike out the comma following the word 
“allowances’’. 

12. Page 6, line 6, strike out the comma following the word 
“allowances”’. 

13. Page 7, line 14, strike out “general order” and insert in lieu 
thereof “General Order”. 
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BANKRUPTCY ACT——-REFEREES’ SALARY AND EXPENSE FUNDS 


PURPOSE 


The purpose of this bill is to effect a savings in administrative costs | 
by consolidating the referees’ expense fund and the referees’ salary | 
fund into a slaghé fund. 

AMENDMENTS 


The amendments are clerical, to correct various typographical | 
errors. 


COsT 


There is no cost to the United States; rather, it is expected that this 
bill would result in some savings for the bankruptcy system. 


RECOMMENDATIONS OF THE JUDICIAL CONFERENCE 


This bill was introduced at the request of the Judicial Conference of | 
the United States. A letter from the Administrative Office of the 
U.S. Courts transmitting this proposal is appended hereto. 


STATEMENT 





Present law provides that the fees and allowances collected for the 
services and expenses of referees shall be paid into the Treasury of the | 
United States for the account of the referees’ salary fund and for the 
account of the referees’ expense fund. In turn the salaries of referees 
are paid out of annual appropriations from the salary fund. The 
expenses of the referees and of their offices are paid out of appropria- 
tions from the expense fund. 

The maintenance of two separate funds requires substantially more 
administrative effort than would a single fund. At present the clerk 
must make separate entries in his records for both the expense fund 
and the salary fund. The money then goes to the Treasury where | 
two separate accounts must be kept. The Treasury reports monthly 
to the Administrative Office of the U.S. Courts on the amount of the 
payments into each fund. The funds are then administered by the 
Administrative Office of the U.S. Courts as two distinct entities with 
bookkeeping, accounting, and auditing of each. 

The requirement of two separate funds presents an additional 
problem. The Bankruptcy Act provides that the Judicial Conference 
shall fix the rates to be charged in asset cases as well as in chapter XI 
and chapter XIII cases. Since the charges must be allocated between 
the expense fund and the salary fund separately, rates must be set 
for each. The act thus requires the Conference to fix percentage 
charges to be paid into each fund so that the income of each will be 
as equal as possible to the demands upon it. This means constant 
surveillance of current rates and periodic adjustments to reflect 
changes in the proportionate demands on each fund. Since the salary 
system for referees was first started in 1947, it has been necessary to 
adjust these rates four times. 

.R. 4693 would eliminate these problems by consolidating the 
two funds into one fund, a “referees’ salary and expense fund.” This 
committee is of the opinion that the consolidation of the two funds 1s 
highly desirable because of its effect on reducing the burden of ad- 
ministering the fiscal requirements of the bankruptcy system. ‘There 
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appears to be no reason for the perpetuation of two separate and dis- 
tinct funds with the attendant problems which they create. 

This bill has received the endorsement of the National Bankruptcy 
Conference. 

ADMINISTRATIVE Orrice or THE U.S. Courts, 
Washington, D.C., February 9, 1959. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is transmitted herewith, on behalf of 
the Judicial Conference of the United States, a bill to amend the 
Bankruptcy Act so as to consolidate the referees’ salary and expense 
funds. An explanation of the bill is also attached. 

It is respectfully requested that the bill be introduced in the 
House. Representatives of this Office will be glad to appear before 
the committee and provide any further information which may be 
desired concerning the bill. 

Sincerely yours, 
Warren Otney III, Director, 


EXPLANATION OF PROPOSED BILL TO AMEND THE BANKRUPTCY 
ACT SO AS TO CONSOLIDATE THE REFEREES’ SALARY AND 
EXPENSE FUNDS 


Paragraph (4) of section 40c of the Bankruptcy Act 
(11 U.S.C. 68c(4)) provides that a referee’s salary fund and 
a referee’s expense fund shall be established in the Treasury 
of the United States and the amounts of the various fees and 
allowances collected by the clerks of court for the services of 
referees, and for their expenses, including the fees, allow- 
ances and charges for their services and expenses as special 
masters under the act, shall be covered into the Treasury of 
the United States for the account of the salary and expense 
funds. It also provides that the salaries of the referees shall 
be paid out of annual appropriations from the salary fund, 
and the expenses of the referees, including the salaries of 
their clerical assistants, shall be paid out of annual appropria- 
tions from the expense fund, by the United States. 

The proposed bill would consolidate the two funds; 
namely, the referee’s salary fund and the referee’s expense 
fund, into one fund, a “referee’s salary and expense fund.” 
It would accomplish this by amending paragraph 4 of sec- 
tion 40c of the Bankruptcy Act so as to provide for only the 
one fund and by making conforming changes in other sev- 
tions of the act. 

The consolidation of the two funds would simplify and 
reduce the work in the referees’ offices, the clerks’ offices, 
the U.S. Treasury, the Appropriation Committees of Con- 
gress and several divisions of the Administrative Office. 

The Judicial Conference of the United States, at its 
September 1958 meeting, upon the recommendation of its 
Committee on Bankruptcy Administration, approved this 
measure. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed by enactment of the bill as here reported; matter 
progeeed to be stricken by the bill as here reported is enclosed in black 
om new language proposed by the bill as here reported is printed 
in italic: 


Ssction 40 or THs Bankruptcy Act (11 U.S.C. 68) 


§40. Compensation of Referees; Referees’ Salary and Expense 
Fund[s]; Retirement of Referees. 


s 3 oe 
>» es 


c. (1) [Except as otherwise provided in this Act, there shall be 


deposited with the clerk, at the time the petition is filed in each case, 
and at the time an ancillary proceeding is instituted, (a) $17 for each 


estate for the referees’ salary fund, and (b) $15 for each estate for the | 


referees’ expense fund, as hereinbelow established: Provided, however, 
That in cases of voluntary bankruptcy such fees, as well as the filing 
fees of the clerk and trustee, may be paid in installments, if so author- 
ized by General Order of the Supreme Court of the United States.] 
Except as otherwise provided in this Act, there shall be deposited with 
the clerk, at the time the petition is filed in each case, and at the time an 
ancillary proceeding is instituted, $32 for each estate for the referees’ 
salary and expense fund, as herein below established: Provided, however, 
That in cases of voluntary bankruptcy such fee, as well as the filing fees 
of the clerk and trustee, may be paid in installments, if so authorized by 
General Order of the United States. 

(2) Additional fees for the referees’ salary [fund] and [for the 
referees’] expense fund shall be charged, in accordance with the 
schedule[s] fixed by the conference (a) against each estate wholly or 
partially liquidated in a bankruptcy proceeding, and be computed 
upon the net proceeds realized; (b) against each case in an arrange- 
ment confirmed under chapter XI of this Act, and be computed upon 
the amount to be paid to the unsecured creditors upon confirmation of 
the arrangement and thereafter, pursuant to the terms of the arrange- 
ment, aot where under the arrangement any part of the consideration 
to be distributed is other than money, upon the amount of the fair 
value of such consideration; and (c) against each case in a wage- 
earner plan confirmed under chapter XIII of this Act, and be computed 
upon the payments actually made by or for a debtor under the plan. 
Such schedule[s] of fees may be revised by the Director, with the 
approval of the conference, not more than once during each calendar 
year, so that the total amount of fees, allowances and charges collected 
and to be collected from all sources for the referees’ salary [fund] and 
[for the referees’] expense fund will, as near as may be[,]} equal 
[for each fund, respectively,] the total amount of salaries paid and 
to be paid to referees in active service, and the total amount of their 
expenses: Provided, however, That such schedule[s] of fees shall not 
be so revised for any year that the total collections estimated by the 
Director for such year shall exceed by more then 10 per centum the 
total collections in the preceding year. The Director, with the ap- 
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proval of the conference; may make, and from: tinié to time amend, 
rules and regulations prescribing methods for determining net proceeds 
realized in asset cases, fair values of considerations, other than money, 
distributable in arrangement cases, and payments actually made by 
or for‘a debtor under. the plan in wage-eartner cases; prescribing the 
procedure for collection by the clerk of fees and allowances for the 
referees’ salary [fund] and [the referees’] expense fund; and provid- 
ing for the effective administration of the provisions of this paragraph 


Oye es 

(4) Areferees’ salary [fund] and [a referee’s] expense fund shall be 
established in the Treasury of the United States, and the amounts of 
various fees and allowances collected by the clerks for the services of 
referees, and for their expenses, including the fees, allowances and 
charges for their services and expenses as conciliation commissioners 
and as special masters under this Act, shall be covered into the Treas- 
ury of the United States for the account of such salary [fund] and 
expense fund. The salaries of the referees in active service [shall be 
paid out of annual appropriations from such salary fund,] and the 
expenses of the referees, including the salaries of their clerical assist- 
ants, shall be paid out of annual appropriations from such salary and 
expense fund, by the United States. Any deficiencies of such salary 
[fund or] and expense fund shall be paid out of any funds in the 
Treasury of the United States not otherwise appropriated, and 
appropriations to pay such deficiences are hereby authorized: Pro- 
vided, however, That there shall be covered into miscellaneous receipts 
of the Treasury of the United States in any subsequent year so much 
of the surplus, if any arising in the salary [fund or] and expense fund 

respectively ] as may be necessary to reimburse the Treasury of the 
nited States for payments made on account of such [respective] 
fund[s] in any prior year. 

(5) As of the day preceding the date when the referees, as provided 
by paragraph (2) of subdivision b of section 37 of this Act, are to 
take office, an allocation shall be made by the judge or judges of the 
several courts of bankruptcy of all filing and other fees, commissions, 
and allowances, and of all expense funds, due the then existing referees 
for services rendered and expenses incurred in the cases pending before 
them, whether as referee, conciliation commissioner, or special master 
under this Act. The balances of such filing and other fees, commis- 
sions, and allowances and the expense surpluses shall be covered into 
the Treasury of the United States by the referees and the clerks, to 
be deposited to the credit of the Conpecnived salary and expense 
fund{s]. All cases pending before outgoing referees shall be referred, 
and no additional filing fees shall be required, but additional salary 
and expense charges may be assessed in such cases in such amounts 
as the judge or judges of the several courts of bankruptcy may deem 
equitable, taking into consideration the schedules of additional fees 
4 by the Director and the payments previously made therein. 
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Section 51 or tae Bankruptcy Act (11 U.S.C. 79) 


§ 51. Duties of Clerks. 
Clerks shall (1) * * * 
(2) collect the fees of the clerk and trustee and the fees for the 
referees’ salary [fund] and [referees’] expense fund provided in 
aragraph (1) of subdivision c of section 40 of this Act in each cage 
instituted before filing the petition, except where installment pay- 
ments may be authorized pursuant to section 40 of this Act, and 
collect the various other fees, allowances and charges for the services 
of referees and for their expenses, including their services and expenses 
as conciliation commissioners and as special masters under this Act;” 
a * * * . 
(5) transmit to the Treasury of the United States all fees, allow. | 
ances and charges collected for the referees’ salary [fund] and [the 
referees’] expense fund, and transmit to the trustee, within ten days 
after a case has been closed the fee collected for him at the time of 
the filing of the petition. | 


Section 64 or THE Bankruptcy Act (11 U.S.C. 104) 


§ 64. Debts Which Have Priority. 


a. The debts to have priority, in advance of the payment of divi- 
dends to creditors, and to be paid in full out of bankrupt estates, and 
the order of payment, shall be (1) the actual and necessary costs and 
expenses of preserving the estate subsequent to filing the petition; the 
fees for the referees’ salary [fund] and [for the referees’] expense 
fund; the filing fees paid by creditors * * * 


Section 72 or THE Banxruptcy Act (11 U.S.C. 112) 


§ 72. Limitation of Compensation of Officers of Court. * * * 


No referee shall receive any compensation for his services under this | 
Act other than his salary; and allowances made to a referee for com- 
pensation or expense while acting as a conciliation commissioner under 
section 75, or as a referee or special master under any chapter or sec- 
tion of this Act, shall be paid to the clerk, and by him transmitted to 
the Treasury of the United States for deposit in the referees’ salary 
[fund] and [referees’] expense fund [respectively]. 


Section 624 or tHe Bankruptcy Act (11 U.S.C. 1024) 


§ 624. The petition shall be accompanied— 

(1) by a statement of the executory contracts of the debtor; ; 

(2) where a petition is filed under section 622 of this Act, by pay- | 
ment to the clerk of $15 to be distributed, $10 to the Treasury of the 
United States for deposit in the referees’ salary and expense fund and 
$5 to the clerk, in lieu of the fees of [$17] $32 and $8 as prescribed in 
sections 40 and 52 of this Act: Provided, however, That such fees 
may be paid in installments, if so authorized by [general order] 
General Order of the Supreme Court of the United States. 
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Section 633 or THE BanKRuptcy Act (11 U.S.C. 1033) 


§ 633. At such meeting, or at any adjournment thereof— 
* 

(2) the debtor shall submit his plan, and deposit with the clerk, for 
payment into the referees’ salary and expense fund a fee not to exceed 
$15, to be graduated and charged in the manner outlined in paragraph 
(2) of subdivision ¢c of section 40 of this Act: Provided, however 
That such fee may be paid in installments, if so authorized by Gener 
Order of the Supreme Court of the United States; 


* * * * * * « 


Section 659 oF THE Banxruptcy Act (11 U.S.C. 1059) 


§ 659. In advance of distribution to creditors, there shall first be 
paid in full, out of the moneys paid in by or for the debtor, and the 
order of payment shall be— 

(1) * * * 

(2) * * * 

(3) an additional fee for the referees’ salary and expense fund, to 
be graduated and charged in the manner outlined in paragraph (2) 
of subdivision c of section 40 of this Act, and to be computed upon 
the amount of the payments actually made by or for a debtor under 
the plan; and commissions to the trustee of 5 per centum to be com- 

uted upon and payable out of the payments actually made by or 
or a debtor under the plan; 
O 
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AMENDMENTS TO THE RAILROAD RETIREMENT ACT OF 
1937, THE RAILROAD RETIREMENT TAX ACT, AND THE 
RAILROAD UNEMPLOYMENT INSURANCE ACT 


MarcH 23, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Harris, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H.R. 5610] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H.R. 5610) to amend the Railroad Retirement 
Act of 1937, the Railroad Retirement Tax Act, and the Railroad 
Unemployment Insurance Act, so as to provide increases in benefits, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


INTRODUCTION 


During the closing days of the 2d session of the 84th Congress, 
legislation was adopted granting generally a 10-percent increase in 
railroad retirement and survivor benefits, with some exceptions (Pub- 
lic Law 1013, 84th Cong.). 

No provision was aide for the financing of the cost of these benefits, 
which amounted to $83 million a year on a net level cost basis. There 

ady was an existing deficiency at that time in the railroad retire- 
ment account of $86,390,000 a year on a level cost basis. Hence, 
enactment of this law increased the deficiency to $169,390,000 a year, 
or 3.2 percent of taxable payroll on a level cost basis. 

The Congress was told that enactment of this legislation was an 
emergency measure and was necessary to help thousands of retired 
railroad employees, their wives, and the widows of such employees 
to meet their day-to-day living expenses. The Congress was assured 
by members of the Committee on Interstate and Foreign Commerce 
and by others who were interested in this program that legislation 
would be considered promptly during the 85th Congress to finance 
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the cost of these benefits. Representatives of railroad labor organiza- 
tions gave firm assurances that they would propose, at the opening 
of the 85th Congress, a legislative program to assure adequate finane- 
ing. ‘The President, in a statement accompanying the signing of 
Public Law 1013 at that time, stated in part: 


It is imperative that satisfactory legislation for this pur- 
pose—to assure adequate financing of the railroad retirement 
system—be proposed and enacted. 


In the 85th Congress, this committee held hearings on railroad re- 
tirement legislation early in the first session. The principal interest 
during these hearings centered around H.R. 4353 and other identical 
and related bills. ‘These bills were sponsored by all the standard rail- 
way labor organizations and were comprehensive measures designed 
to grant additional benefits and to eliminate the deficit in the railroad 
retirement account. At these hearings the railroads agreed to a tax 
increase to make up the cost of the increased benefits provided by 
Public Law 1013 in the 84th Congress. 

The committee was prepared to take action on the pending bills but 
was requested to defer such action, pending the outcome of a separate 
bill (H.R. 5551, 85th Cong.), pending before the Committee on Ways 
and Means, which provided for the exclusion of employee retirement 
taxes from gross income for purposes of the employee’s income tax and 
from withholding at the source. Therefore, no bill was reported by 
the committee during the Ist session of the 85th Congress. 

Recognizing the condition of the railroad retirement account, and 
the commitments made 2 years previously, the committee reported 
H.R. 4353 late in the 2d session of the 85th Congress which provided 
for an increase in retirement and survivor benefits of generally 7 per- 
cent and an increase in taxes sufficient to pay for these increases in 
benefits and to eliminate the actuarial deficit. Amendments were 
also proposed to the Railroad Unemployment Insurance Act. A 
rule was not granted on this bill and so it could not be brought up 
for consideration in the House under the regular procedure. 

The members who were here will also recall that on the last day of 
the 85th Congress a bill providing for amendments to the Railroad 
Retirement Act, Railroad Retirement Tax Act, and Railroad Un- 
employment Insurance Act was referred to the House by the Senate 
which had passed it only the previous day. These amendments were 
added to H.R. 12728 of the 85th Congress, a bill providing for amend- 
ments to the Longshoremen’s and Harbor Workers’ Compensation 
Act. That was a bill not within the jurisdiction of this committee, 
and the parliamentary procedure was rather unusual. The only 
way this bill could have been brought up in the House was by 
unanimous consent, and, as the record shows, there was objection 
to the unanimous-consent request. And so the legislation died with 
the adjournment of the 85th Congress. 

On the opening day of this session, the chairman of this committee 
introduced H.R. 1012, a bill containing all of the features which 
had been contained in the Senate amendment to H.R. 12728, 85th 
Congress. The reported bill, H.R. 5610, is a “‘clean”’ bill introduced 
by the chairman of the committee by direction of the committee and 
reflects all modifications, in H.R. 1012 approved by the committee 
during its executive consideration of legislation to amend the Rail- 
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road Retirement Act, the Retirement Tax Act, and Railroad Un- 
employment Insurance Act. 


Purpose oF ReEeportTED BILL 


The purpose of the reported bill is, generally, to strengthen and place 
on a sound self-supporting basis the railroad retirement system and 
the railroad unemployment insurance system. As to the railroad 
retirement system, this objective is accomplished by (1) practically 
eliminating the present long-range actuarial deficit in the railroad 
retirement account, (2) providing a much-needed 10-percent increase 
in retirement and survivor benefits, (3) eliminating certain inequities 
in the system, and (4) providing for the adequate financing of the 
system. As to the railroad unemployment insurance system this 
objective is accomplished by (1) providing for a much-needed increase 
in the daily benefit rate for unemployed workers, (2) providing for a 
temporary extension of unemployment benefits, not exceeding 65 
compensable days in registration periods which began on or after 
June 19, 1958, and before April 1, 1959, for those workers who have 
exhausted after June 30, 1957, their rights to normal benefits provided 
under the Railroad Unemployment Insurance Act, (3) eliminating 
certain inequities in the system, and (4) providing for adequate 
financing of this system. 


PRINCIPAL PROVISIONS OF THE REPORTED BILL 


The reported bill would amend the Railroad Retirement Act, 
the Railroad Retirement Tax Act, and the Railroad Unemployment 
Insurance Act in the following respects: 


I. AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


1. Ten percent increase in benefits 

Annuities (including spouse and survivor annuities) and pensions 
would be increased generally by 10 percent. The increase would be 
slightly more than 10 percent for most employee retirement annuities 
and survivor annuities which are computed under the regular rail- 
road retirement formula owing to the rounding of the percentage 
factors used in the computation of such annuities. 

These increases would begin to accrue on the effective date of this 
act which is, except as specifically provided otherwise, the first day 
of the first calendar month beginning more than 45 days after the 
date of enactment of this act. 


2. Maximum creditable compensation increased to $400 per month 


The maximum amount of monthly compensation creditable for 
benefit purposes would be increased from $350 to $400 effective with 
respect to services rendered on or after the first day of the first, calendar 
pene which begins more than 45 days after the date of enactment of 
this act. 


8. Women employees and spouses annuities at age 62 

The privilege now available to any male employee with 30 years of 
service, of electing to receive a reduced annuity at age 60, would be 
available to a female employee with 10 years of service at age 62. 
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Spouses of annuitants may also elect to receive a reduced annuity at 
age 62. The reduction in the annuity would be by one one-hundred. 
and-eightieth for each calendar month the beneficiary is under age 
65. 

4. Earnings of disability annuitants 

The earnings test now applicable to a disability annuitant provides 
that such annuitant, under age 65, does not receive his annuity for 
any month in which he is paid more than $100 in earnings. The 
reported bill would modify this provision so that if the annuitant’s 
earnings in any calendar year beginning with 1960 do not exceed 
$1,200, any monthly annuity which may have been withheld because 
the individual earned more than $100 in such month, would become 
poral. Should the annuitant’s earnings exceed $1,200 in any year, 

is loss of benefits would not exceed 1 month’s annuity for each $100 
or less (providing it is more than $50) that the annuitant earned in 
excess of $1,200. 

Earnings from employment with an “employer” as defined in the 
Railroad Retirement Act, and earnings from employment with the 
disability annuitant’s last nonrailroad employer before he retired, 
would not count toward this $1,200 maximum, since no annuities are 
payable under section 2(d) of the Railroad Retirement Act to indi- 
a for any month in which such employment occurred. 


5. Residual lump sum 

The formula for computing the residual lump sum would be 
amended in conformity with amendments proposed to the Railroad 
Retirement Tax Act (increasing the tax rate to 6% percent and later 
to 7% percent and the tax base to $400), namely, by increasing the 
percentage factor applicable to compensation to 7% percent after the 
effective date of this act and before 1962 and to 8 percent for later 
compensation, and by increasing the maximum amount of compen- 
sation for any month to which such factors are applicable from $350 
to $400 for any month after the effective date of this act. 

6. Repealing work restriction on survivors working outside United States 

Under present law, a deduction is made from the annuity paid toa 
survivor until the total deductions equal such individual’s annuity if 
such individual worked for 7 or more days in a calendar month in 
noncovered remunerative activity outside the United States. 

The reported bill would make the work restrictions applicable to a 
survivor who worked outside of the United States the same as for 
those individuals who work in the United States. This change would 
permit the survivor to earn as much as $1,200 a year without loss of 
retirement benefits. 


II, AMENDMENTS TO THE RAILROAD RETIREMENT TAX ACT 


Benefits payable under the Railroad Retirement Act are financed b 
a payroll tax payable by the employee and the employer, alike, col- 
lected under the Railroad Retirement Tax Act. The tax is 6% percent 
of each employee’s compensation up to $350 a month. Each employee 
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representative pays a tax of 12% percent on his compensation up to 
$350 a month. 

The reported bill would increase the tax rate on employees and 
employers from 6% percent to 6% percent on compensation earned on 
or after the effective date of this act and before 1962 and to 7% percent 
on compensation earned thereafter and make the tax applicable on 
the employee’s compensation earned up to $400 in any month begin- 
ning on or after the effective date of this act. This tax rate would be 
increased, on a contingent basis, with respect to compensation paid 
after December 31, 1964, by the same number of percentage points 
(or fractions of percentage points) by which the then-current social 
security tax rate exceeds 2% percent. 

Thus, assuming that the social security tax rate increases as sched- 
uled under present law, the railroad retirement tax rate would increase, 
under the provisions of the reported bill, to 8 percent in 1965, 8% per- 
cent in 1966-68, and 9 percent beginning with 1969 and thereafter, on 
employee and employer alike. 

he tax rate on employee representatives would be increased from 
12% percent to 13% percent on earnings on or after the effective date 
of this act and before 1962, and to 14% percent on later earnings, and 
the monthly limit on taxable compensation would also be raised to 
$400 on or after the effective date of this act. This tax rate would also 
be increased contingently with respect to compensation paid after 
December 31, 1964, just as in the case of the employer and employee 
tax rates, but this increase would be by twice the number of percentage 
points (or fractions of points) that the then-current social security 
tax rate exceeds 2% percent. 


Ill. AMENDMENTS TO RAILROAD UNEMPLOYMENT INSURANCE ACT 


1. Maximum creditable and taxable compensation 

The maximum amount of compensation for a month, for which 
credit would be given and contributions required, would be increased 
from $350 to $400 a month, effective with respect to compensation 
paid for service rendered on or after the effective date of this act. 


2. Increased daily benefit rates 

A new schedule of increased daily benefit rates for both unemploy- 
ment and sickness would apply, ranging from a minimum daily benefit 
rate of $4.50 for arinual compensation of $500 to $699.99 to a maxi- 
mum daily benefit rate of $10.20 for annual compensation of $4,000 
or more. The proposed daily benefit rates range up to $1.70 higher 
than present scheduled rates. The minimum daily rate payable would 
be increased from the present 50 percent to 60 percent of the daily 
rate of compensation (with a maximum of $10.20 per day) for the 
employee’s last employment in which he was engaged for an employer 
during the base (calendar) year. 

These provisions would become effective with respect to benefits 
accruing for registration periods which begin on or after the effective 
date of this act, namely, the first day of the first calendar month 
beginning more than 45 days after the date of enactment of this act. 

comparison of the daily benefit rates under present law and under 
the reported bill is shown in the following tabulation. 
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Comparison of benefit rates in schedule under Railroad Unemployment Insurance 
Act with proposed schedule 


| Daily benefit rate 


Range of base-year compensation * 
Present . 
act | schedule 





$400 to $499... 


$700 to $749 

$750 to $999__. 

$1,000 to $1,299... _ 

$1,300 to $1,599 

$1,600 to $1,899_- 

$1,900 to $1,999 

$2,000 to $2,199-. 

$2,200 to $2,499... .._. 

$2,500 to $2,799-. 

$2,800 to $2,999 

$3,000 to $3,099. ___- ‘34 a , ssh tinted 
$3,100 to $3,499 : . ais has 
$3,500 to $3,900__._.........-.-...... él Sz ad | 
$4,000 and over — . iii aicagen - . 50 | 
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Note.—Since the compensation ranges of the 2 schedules differ, it was necessary, for this comparison, to 
divide some rate groups into 2 parts. 


3. Temporary extension of unemployment benefits 

Extended unemployment benefit periods beyond the 130 days of 
normal benefits now allowed by present law would be provided to 
any employee who has, after June 30, 1957, exhausted his rights to 
unemployment benefits under present law. Such employee would 
receive additional temporary unemployment benefits for days of un- 
employment not exceeding 65 days occurring in registration periods 
beginning on or after June 19, 1958, and before April 1, 1959. This 
provision would take effect on the date of enactment of this act. 


4. Increasing the minimum qualifying base year compensation 

The minimum earnings in a base (calendar) year which would 
qualify an employee for benefits in a benefit year (year beginning 
July 1 immediately following the base year) would be increased from 
$400 to $500. 


Sundays and holidays made compensable days 

Under present law, an unemployed railroad worker may not claim 
a Sunday or a holiday as a day of unemployment unless such day is 
preceded by and followed by a day of unemployment or unless the 
Sunday or holiday is the last day of a registration period. In the 
latter case it need only be preceded by a day of unemployment. 

Under the reported bill, Sundays and holidays would be compensa- 
ble days of unemploy ment, just as any other day, whether or not 
such Sundays and holidays are preceded and succeeded by a day 
of unemployment. 


6. Disqualification for unemployment benefits in case of discharge or 
suspension for misconduct 
Under present law an employee discharged or suspended for mis- 
conduct can claim unemployment insurance benefits on the same basis 
as if he were involuntarily unemployed. 
Under the reported bill, an employee could not claim any days of 
unemployment beginning’ with the day with respect to which the 
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Railroad Retirement Board finds that he was discharged or suspended 
for misconduct related to his work. In the case of discharge, the 
disqualification would end with the 20th day thereafter with respect 
to each of which he shall have earned compensation in the employ of 
a railroad or another employer covered under the Railroad Unemploy- 
ment Insurance Act. In the case of suspension the disqualification 
would end when the period of suspension ends. 


7. Disqualification for unemployment benefits for voluntarily leaving 
work and for failure to accept suitable work 

Under present law, an employee (1) who leaves work voluntarily 
without good cause, (2) who fails, without good cause, to accept suit- 
able work offered to him, or (3) who fails to comply with instructions 
from the Railroad Retirement Board requiring him to apply for suit- 
able work or to report to an employment office, is disqualified from 
claiming unemployment insurance benefits for a period of 30 days 
from the date on which the enumerated action occurred. 

Under the reported bill, the employee would be disqualified for any 
of the days beginning with the day on which the above-mentioned 
enumerated action occurred and ending with the 20th day thereafter 
with respect to each of which the Railroad Retirement Board finds 
that he has earned compensation in the employ of a railroad or another 
employer covered under the Railroad Unemployment Insurance Act. 


8. Repealing provisions with respect to maternity benefits 

Under present law, maternity benefits are payable to a qualified 
woman employee for each day of sickness in a maternity period ex- 
cept that, as for unemployment and other sickness benefits, the total 
amount of maternity benefits cannot exceed the employee’s total 
creditable compensation in the base year. The maternity period 
begins 57 days before the expected date of the birth of the child and 
usually extends for 116 days. Under some conditions it can last 
longer but in these cases no more than 116 days of the maternity 
period are compensable. The daily benefit rate is the same as for 
other benefits payable under the Railroad Unemployment Insurance 
Act. However, benefits are payable at the rate of 1 times the regular 
daily benefit rate for the first 14 days of the maternity period and the 
first 14 days after the birth of the child. Thus the maximum amount 
of maternity benefits payable is the same as for unemployment or 
other sickness. 

Under the reported bill the above-mentioned provisions with re- 
= to maternity benefits would be repealed. The effect would be 
that female employees would not be eligible for benefits by reason of 
maternity, as such, but they could, although pregnant or having given 
birth to a child, receive sickness benefits to the extent they meet the 
conditions specified in the Railroad Unemployment Insurance Act. 


9. Disqualification for sickness benefits for voluntarily leaving work, for 
failure to accept suitable work, ete. 

Under present law an employee who is sick can, nevertheless, claim 
sickness benefits even though (1) he may have quit his job voluntarily 
without good cause or (2) he may have failed, without good cause, to 
accept suitable work offered to him or (3) he may have failed to comply 
with instructions from the Railroad Retirement Board requiring him 
to apply for suitable work or to report to an employment office. 
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Under the reported bill an employee cannot claim sickness benefits 
for any of the days beginning with the day on which the above- 
enumerated action occurred and ending with the 20th day thereafter 
with respect to which the Railroad Retirement Board finds that he 
has earned compensation in the employ of a railroad or another 
employer covered by the Railroad Unemployment Insurance Act. 

Under present law, a sick employee may claim sickness benefits even 
though he is unemployed because of an “illegal” strike, that is, a 
strike commenced in violation of the Railway Labor Act or in violation 
of the established rules and practices of a bona fide labor organization 
of which he was a member. The reported bill provides that even 
though the employee is sick, such day shall not be considered as a 
day of sickness if, except for the sickness, he would have been un- 
employed due to an illegal strike. This disqualification would not 
apply if an employee is not participating in, directly interested in, or 
helping to finance the strike, and he does not belong to a grade or class 
of workers of which some members are participating in, interested in, 
or helping to finance the strike. 

Under present law an employee can claim sickness benefits even 
though he may have left the railroad industry and established himself 
in a nonrailroad job. The reported bill provides that an employee 
would be disqualified for sickness benefits for any day which occurred 


more than 90 days after the last day with respect to which he earned 
compensation in the railroad industry. There would be excluded 
from such 90 days any day in which the Railroad Retirement Board 
finds that the fae ce was unemployed due to a stoppage of work 


as a result of an illegal strike, and any day in such 90 days in a registra- 
tion period which begins, or in a continuous series of registration 
periods the first day of which series begins, before the expiration of such 
90 days. For this purpose, a “registration period” would be deemed to 
be continuous with the preceding registration period if established 
within 10 days after the last day of such preceding registration period, 


10. Sickness benefits waiting period 

Under present law, sickness benefits are payable for each day of 
sickness in excess of 7 during the first registration period (consistin 
of 14 days) within a benefit year in which an employee will have ha 
7 or more such days of sickness. 

The reported bill would make sickness benefits payable for each 
day of sickness in excess of 9 days during the first registration period. 
It would also prevent the payment of any sickness benefits for days in 
a subsequent registration period (now payable after a waiting period 
of 4 days) by requiring that the employee should have had in that 
registration period, or in the next preceding 14-day period, not less 
than 7 days of sickness or cieailnebanke or both. The bill also 
provides that a day of sickness, to be considered as such, must be a 
day on which the employee would have been available for work 
except for the fact that he was sick. 


11. Increase in tax base and tax rate 
Funds to support the railroad eee and sickness benefit 
pera are obtained from taxes collected by the Railroad Retirement 
; wee from railroad employers. Employees do not contribute to these 
unds. 
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To provide funds for financing the additional benefits recommended 
in the reported bill, and to take care of existing needs, the bill provides 
for an increase in the monthly limit on taxable compensation from 
$350 to $400 a month for each employee, effective with respect to 
compensation paid for services rendered in calendar months which 
begin on or after the first day of the first calendar month which begins 
more than 45 days after the date of enactment of this act. 

A comparison of the present tax rate schedule and the tax rate 
schedule proposed by the reported bill is shown below. 


Schedule of present contribution rates 


If the balance to the credit of the railroad unemployment The rate with respect 
insurance account as of the close of business on Sept. 30 to compensation 
of any year, as determined by the Board is— paid during the 
next succeeding 
calendar year shall 
be— 
eape.cue.wee or more... te a ats % percent, 
$400,000,000 or more but less than $450,000,000 1 percent. 
$350,000,000 or more but less than $400,000,000 14 percent. 
$300,000,000 or more but less than $350,000,000 2 percent. 
$250,000,000 or more but less than $3 24 percent. 
Less than $250,000,000__._._-_. 3 percent. 


Schedule of contribution rates proposed by reported bill 


If the balance to the credit of the railroad uneniployment The rate with respect 
insurance account as of the close of business on Sept. 30 to compensation 

of any year, as determined by the Board is— paid during the 

next succeeding 
calendar year shall 
be— 
$450,000,000 or more 144 percent. 
$400,000,000 or more but less than $450,000,000 2 percent. 
$350,000,000 or more but less than $400,000,000 234 percent. 
$300,000,000 or more but less than $350,000,000 3 percent. 
TE Cs I on hewascn te sehnesat 3'4 percent. 

The balance in the railroad unemployment insurance account as of 
September 30, 1958, was $135,443,000. Therefore the current tax 
rate is 3 percent. Upon enactment of this legislation the tax rate 
would increase to 3% percent on compensation paid for services ren- 
dered on or after the effective date of this act. 


12. Borrowing authority to finance railroad unemployment and sickness 
insurance programs 

The Railroad Retirement Board, railroad management, and railroad 
labor organizations are in agreement with respect to the need for 
authority to permit the Board to borrow money from the railroad 
retirement account in order to pay railroad unemployment and sick- 
ness benefits. The balance in the railroad unemployment insurance 
account as of February 28, 1959, was $50 million, which is a dangerously 
low level, and the balance may be insufficient to pay the benefits due 
in the months ahead. 

Accordingly, the committee has provided in section 310 of the re- 
ported bill authority for the Railroad Retirement Board, whenever 
it finds that the balance in the railroad unemployment insurance 
account will be insufficient to pay benefits due, to request the Secre- 
tary of the Treasury to transfer Prom the railroad retirement account 
to the credit of the railroad unemployment insurance account such 
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moneys as the Board estimates would be necessary for the payments 
of such benefits, and the Secretary of the Treasury is directed to make 
such transfer. The moneys borrowed would pay 3 percent interest, 
This provision of the bill would take effect on the date of enactment 
of this act, 
NEED FOR LEGISLATION 


The need for increasing retirement and survivor benefits is obvious 
in the light of the fact that living costs have increased significantly 
since the last 10-percent increase in benefits was provided in 1956 
(Public Law 1013, 84th Cong.).. The 10-percent increase recom- 
mended in the bill will undoubtedly help to alleviate the hardships of 
annuitants and pensioners who are trying to live on a fixed income, 
The committee feels that the increase proposed in the bill is very 
modest and should be granted. 

There was general agreement until recently that the railroad 
retirement system was virtually without peer among plans of its kind. 
However, with the passage of the 1950 and later amendments to the 
Social Security Act, including those enacted in 1958 providing for a 
general increase in benefits of 7 percent, and the gains made in the 
past several years by employees in many industries through the 
adoption of private supplemental pension plans, the railroad retire- 
ment system has fallen behind. Recognizing this problem, many 
Members of Congress have introduced bills proposing to improve the 
benefits under the Railroad Retirement Act, and this committee has 
held hearings on these bills and considered them very carefully. 

In the consideration of all these bills, however, the committee has 
placed great emphasis on the effect of the proposed amendments on 
the financial soundness of the railroad retirement system. The 
committee is unanimously of the opinion that, regardless of the desira- 
bility of certain proposals for the liberalization of benefits under the 
Railroad Retirement Act, no amendments to the law should be made 
which would jeopardize the financial soundness of the railroad retire- 
ment system. This principle is accepted by all the standard railway 
labor organizations and by railroad management as well. 

This committee has every desire to be helpful to retired railroad 
workers and their dependents. ‘We are also mindful of our grave 
responsibility toward the currently active railroad workers and those 
who will follow and who will retire in the future. We must make 
certain that when they retire from the railroad industry the reserves 
in the railroad retirement account plus the income into the system 
will be adequate to pay the benefits due them. 

We must also be mindful of the financial condition of the railroad 
industry and its ability to share the burden of the increases in taxes 
which the reported bill would impose upon them. However, we feel 
that, aside from the temporary decline in business and revenues which 
the industry has recently experienced but from which the railroads 
are now recovering, the industry is able to support the modest pro- 
gram proposed in the bill. 

The option granted to women employees with less than 30 years 
of. service and to spouses to retire at age 62 on a reduced annuity is 
similar to the provisions now contained in the Social Security Act. 
The granting of this option to accept reduced benefits would not add 
significantly to the cost of the system. 
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The amendment changing the earnings limitation for disability 
annuitants to $1,200 a year instead of $100 a month is designed to 
eliminate discrimination between a disability annuitant who may 
earn a little over $100 a month in several months and, therefore lose, 
under present law, his annuity for all such months, and another dis- 
ability annuitant who may earn the same total amount as the first 
annuitant but whose earnings pattern may be such that he is required 
to give up only 1 month’s annuity. 

The amendment with respect to survivors who work outside of the 
United States is designed to place such survivors on an equal footing 
with survivors working in the United States so far as the earnings 
limitation is concerned. 

The amendments proposed to the Railroad Retirement Tax Act— 
namely, increasing the maximum taxable earnings base to $400 a 
month, and increasing the tax rate—are necessary to pay for the 
retirement benefits proposed by the bill and to eliminate for all prac- 
tical purposes the existing actuarial deficiency in the railroad retire- 
ment account. 

The amendments proposed to the Railroad Unemployment Insur- 
ance Act are necessary to meet the increase in the cost of living, to 
provide for a temporary extension of unemployment benefits as in 
the case of industry generally, to correct certain inequities in the 
system, and to provide for sound financing. 

The increase in daily benefit rates for unemployment and for sick- 
ness proposed by the bill ranges from 7.7 percent for the base year 
compensation range of $2,000 to $2,199 to 25 percent for the base 
year compensation range of $700 to $749. The increase is 20 percent 
for those who have a base year compensation of $4,000 or more. The 
minimum daily benefit rate payable would be increased by 20 percent; 
that is, the eligible employee would be entitled to 60 percent, rather 
than 50 percent of his daily rate of compensation (with a maximum 
of $10.20 per day) for the employee’s last employment in which he 
was engaged for an employer during the base year. 

The present schedule of daily benefit rates was enacted in 1954. 
In view of the rising wages and costs that have occurred during the 
last 5 years, these rates are inadequate today reasonably to compen- 
sate unemployed railroad workers for the loss in wages which result 
from their unemployment. The committee believes that the schedule 
of daily benefit rates proposed in the bill is justified and should be 
enacted. 

The temporary extension of unemployment benefits provided in the 
bill would extend to unemployed railroad workers protection similar 
to that accorded to unemployed workers outside of the railroad 
industry pursuant to the Temporary Unemployment Compensation 
Act of 1958 (Public Law 85-441). Unemployed railroad workers who 
have exhausted after June 30, 1957, their benefit rights under existing 
law would be entitled to a temporary extension of their unemploy- 
ment benefits for unemployment in the general period included in the 
legislation for other industry, namely, unemployment occurring in 
registration periods beginning on or after June 19, 1958, and before 
April 1, 1959. The maximum number of days for which extended 
benefits would be paid is 65 days and the daily benefit rates to be 
paid would be those in effect. before the effective date of this act. 
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Employment in the railroad industry has declined very drastically 
in recent years, and it has now reached about the lowest level ever 
recorded. Six years ago there were over 1,200,000 employees workin, 
for class I railroads. This number dropped to 986,000 in 1957 an 
to 810,000 in January 1959. 

Some 112,000 unemployed railroad workers received unemployment 
benefits as of June 30, 1958. The amount of benefits paid during this 
month was $16,651,000 and the total amount paid in the first 6 months 
of 1958 was $121,224,000. From January 1 through June 1958 ap- 
proximately 63,000 claimants had exhausted their benefit rights under 
the Railroad Unemployment Insurance Act. The Railroad Retire- 
ment Board estimates that almost as many claimants will have ex- 
hausted their benefit rights in the benefit year beginning July 1, 1958, 
and ending June 30, 1959. The Board has estimated that the total 
amount which would be payable under the temporary extension of 
unemployment benefits would be approximately $20 million. 

The amendment providing that Sundays and holidays could be 
compensable days of unemployment just as any other day, whether 
or not such Sundays and holidays are preceded and succeeded by a 
day of unemployment, is necessary to rectify a condition which dis- 
criminates against certain categories of employees who, because of 
the manner in which their employment is scheduled, are unable to 
qualify for unemployment benefits. 

The amendments providing for disqualifications against the pay- 
ment of unemployment and sickness benefits to employeeswho are 
discharged for misconduct related to their work, who leave work volun- 
tarily and who refuse suitable jobs, would merely reflect the principle 
that an employee should not be insured against wage loss resulting 
from his own voluntary act. These amendments would make the 
railroad unemployment insurance system conform to State unemploy- 
ment insurance systems generally in those respects. 

The present Railroad Unemployment Insurance Act does not bar 
the payment of unemployment benefits to persons who are discharged 
and may be guilty of misconduct related to their work, such as drink- 
ing on the job, pilfering, or otherwise violating rules designed to protect 
passengers, crew members, the general public, and railroad property 
and freight. 

The disqualification against the payment of unemployment benefits 
to employees discharged for misconduct related to their work would 
restore a misconduct provision that was in the original Railroad Un- 
employment Insurance Act and which was removed by a bill enacted 
in 1939, at the request of both railroad management and the railway 
unions. The proposed amendment in the reported bill would vary 
from the misconduct provision of the original fear only in one respect. 
Instead of the original 45-day period after discharge for which no 
benefits would have been payable, the period under the amendment 
provided by this bill would be extended until the discharged employee 
will again have had 20 days of railroad work. 

The disqualification against the payment of unemployment benefits 
to an employee who leaves railroad work voluntarily without good 
cause, or fails, without good cause, to accept or to apply for suitable 
work, is designed to cope with the situation where many employees 
leave the railroad industry for one reason or another, and after a short 
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waiting period, become eligible to receive unemployment benefits if 
they are still unemployed. Many of these individuals are women 
who leave railroad work to keep house. Many younger employees 
leave to return to school. Under present law all of these ex-employees 
could claim unemployment benefits if they earn as little as $400 
($500 under the reported bill) in railroad employment in the appro- 
priate base year. It is important for the effective functioning of the 
unemployment insurance system that individuals who have voluntarily 
left the railroad labor market for all practical purposes no longer be 
eligible to receive unemployment insurance benefits until they have 
again returned to the railroad industry. 

The redefinition of sickness, which provides that a day of sickness 
shall include only days for which the individual can dias that he 
would have been available for work except for his sickness, is designed 
to exclude persons who would not be working in the railroad industry 
and would suffer no loss of railroad wages because of their illness. 

The disqualification against the payment of sickness benefits to an 
individual who has not worked in the railroad industry within the last 
90 days prior to his sickness, is designed primarily to exclude an 
individual who became sick after he has left the railroad industry and 
has established himself in nonrailroad work. This amendment 
recognizes that individuals previously in railroad work may be out on 
strike or may be unemployed and registered for railroad work, and 
these periods are excluded in the computation of the 90 days. 

The ameadment providing for the discontinuance of maternity 
benefits would also make the railroad unemployment insurance system 
conform to provisions of the StateJunemployment systems generally. 
The record of our hearings indicates that only Rhode Island pays 
benefits in maternity periods and in this State the entire cost is paid 
by employees and such payments are limited to 12 weeks. California 
and New Jersey and New York have established sickness benefit 
a. but not maternity benefit programs, as such. 

he Railroad Retirement Board has informed the committee that 
it needs authority to borrow money from the railroad unemployment 
insurance account to administer the provisions of the Railroad 
Unemployment Insurance Act. In support of this position the Board 
advised that by the end of February 1959 the balance in the railroad 
unemployment insurance account had fallen to $50 million. The 
decline may not continue at such a rapid pace in the next few months 
because 55,000 unemployment beneficiaries and 15,600 sickness bene- 
ficiaries had exhausted benefit rights for the current fiscal year by the 
end of February. However, it is impossible to predict unemployment 
precisely and the balance in the account is at such a low point that 
even a minor dislocation in the railroad industry could cause enough 
unemployment to use up the available funds. 

It is estimated that benefit payments for the current quarter will 
total about $70 million. This will be the fifth consecutive quarter in 
which benefit payments have been substantially above $50 million, 
the balance in the account at the end of February. A continuation of 
such a rate of expenditure would exhaust the funds available for pay- 
ment of benefits within the next 6 months. Provision of borrowing 
authority is needed to prevent collapse of the program if this should 
occur. 





14 AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


Sponsors or H.R. 1012 


Hearings were held in February 1959 on H.R. 1012 and all other 
bills pending at that time to amend the Railroad Retirement Act, 
Railroad Retirement Tax Act, and the Railroad Unemployment 
Insurance Act. 

Members of the House of Representatives who introduced bills 


identical or similar to H.R. 1012 } ’ 
Harris, of Arkansas—are: H.R. 1013 by Mr. Bennett, of Michigan; 
H.R. 1370 and H.R. 1373 by Mr. Van Zandt, of Pennsylvania; H.R. 
2556 by Mr. Porter, of Oregon; H.R. 2814 by Mr. Zelenko, of New 
York; H.R. 2916 by Mr. George P. Miller, of California; H.R. 2925 
by Mr. Rhodes, of Pennsylvania; H.R. 3027 by Mr. Loser, of Ten- 
nessee; H.R. 3052 by Mr. 0’ Neill, of Massachusetts; H.R. 3166 by 
Mr. Friedel, of Maryland; H.R. 3219 by Mr. Staggers, of West Vir- 
ginia; H.R. 3440 by Mr. Bailey, of West Virginia; H.R. 3469 by 
Mr. Foley, of Maryland; H.R. 3483 by Mr. McDowell, of Delaware; 
H.R. 3511 by Mr. Van Pelt, of Wisconsin; H.R. 3736 by Mr. Mack of 
Illinois; H.R. 3857 by Mr. Flynn, of Wi isconsin ; H.R. 3891 by Mr. 
Broyhill, of Virginia; H.R. 3928 by Mr. Tollefson, of W ashington; 
H.R. 3972 by Mr. Johnson of California; H.R. 4004 by Mr. Blatnik, 
of Minnesota; H.R. 4034 by Mr. Macdonald, of Massachusetts; 
H.R. 4080 by Mr. Rees, of Kansas; H.R. 4162 by Mr. Clark, of Penn- 
sylvania; H.R. 5706 by Mr. Flood, of Pennsylvania; and H.R. 5717 
by Mr. Moore, of West Virginia. 

H.R. 1012, as introduced, was sponsored by the Railway Labor 
Executives’ Association, which is an organization of the chief execu- 
tives of all the standard railway labor organizations, namely: 

American Railway Supervisors’ Association; American Train 
Dispatchers’ Association; Brotherhood of Locomotive Engineers; 
Brotherhood of Locomotive Firemen & Enginemen; Brotherhood of 
Maintenance of Way Employees; Brotherhood of Railroad Signalmen 
of America; Brotherhood of Railroad Trainmen; Brotherhood of Rail- 
way Carmen of America; Brotherhood of Railway & Steamships 
Clerks, Freight Handlers, Express & Station Employees; Brother- 
hood of Sleeping Car Porters; Hotel & Restaurant Employees «& 
Bartenders International Union; International Association of Ma- 
chinists; International Brotherhood of Boilermakers, Iron Ship 
Builders, Blacksmiths, Forgers & Helpers; International Brotherhood 
of Electrical Workers; International Brotherhood of Firemen «& 
Oilers; International Organization Masters, Mates & Pilots of 
America; National Marine Engineers’ Beneficial Association; Order 
of Railway Conductors & Brakemen; Railroad Yardmasters of 
America; Railway Employees’ Department, AFL-CIO; Sheet Metal 
Workers’ International Association; Switehmen’s Union of North 
America; and The Order of Railroad Telegraphers. 


IMMEDIATE Errect oF Proposep AMENDMENTS IN H.R. 5610 To THE 
RatLRoAD RETIREMENT AcT 


The bill proposes to increase retirement and survivor benefits by 
10 percent effective on the first day of the calendar month which is 
more than 45 days after the enactment date. For the purpose of 
these estimates, the effective date is assumed to be July 1, 1959. 
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EMPLOYEE ANNUITIES 


An estimated 364,000 employee annuities, averaging $118, in course 
of payment on July 1, 1959, would be increased by 10 percent to an 
average of almost $130. 

For an employee retiring on July 1, 1959, the maximum annuity 
that could be paid would rise from about $186 to $205. Subsequently, 
after the new $400 ceiling on taxable earnings goes irto effect, the 
maximum would rise slowly up to the end of 1966. Thereafter, the 
maximum will rise more rapidly since more than 30 years of service 
will become creditable toward annuities. 

An estimated 44,500 retirement annuity awards, averaging about 
$140, would be made in fiscal year 1959-60. These figures include 
about 500 awards to women employees aged 62 to 64 who would elect 
to accept a reduced annuity. 


SPOUSE ANNUITIES 


An estimated 133,000 spouses on the rolls on July 1, 1959, would 
also have their annuities increased by 10 percent. The average 
spouse annuity in current-payment status on that date, would be 
increased to about $57. The estimated 16,000 unreduced spouse 
annuities to be awarded in fiscal year 1959-60 would average $58. 
The new maximum spouse annuity would be $66.60 in July 1959 and 
$69.90 in February 1960. 

There are an estimated 36,000 spouses aged 62 to 64 who could 
elect to receive reduced spouse annuities. In the absence of specific 
experience and for the purposes of this report, it has been arbitrarily 
assumed that about three-fourths of them or 27,000 would choose to 
accept such reduced benefits. The reduced benefits would average 
about $51. 

PENSIONS 


An estimated 1,200 pensioners on the rolls on July 1, 1959, would 
receive 10 percent increases, bringing their average benefit to about 
$90 compared with the average of $82 under the present law. 


SURVIVOR ANNUITIES 


The estimated 244,700 survivor benefits in current-payment status 
on July 1, 1959, would be increased at least 10 percent. The maxi- 
mum basic amount possible on July 1, 1959, under the new formula 
would be $80, while the maximum family benefits would be $193.60 
and $279 under the railroad retirement and social security guarantee 
formulas, respectively. 

An estimated 18,000 insurance lump-sum benefits would be paid 
in fiscal year 1959-60. The average lump sum would be $560. 


DISABILITY WORK CLAUSE 


The immediate effect of the change in the disability work clause 
would be comparatively small. About 1,000 annuities are withheld 
each month under the present provision and the amount of annuities 
withheld in a year totals about $1 million. The proposed change in 
the disability work clause is estimated to reduce the amount withheld 
in the first full calendar year after the effective date by about $200,000. 
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TOTAL BENEFIT PAYMENTS 


Total benefit payments under the provisions of the bill in fiscal year 
1959-60 are estimated at about $928 million, or $98 million more than 
would be payable under the present law. Of the additional $98 mil- 
lion, $83 million is attributable to the 10-percent increase in monthly 
and lump-sum benefits and the remaining $15 million to the new 
benefits for women employees and spouses aged 60 to 64. 


TABULAR SUMMARY 


The two following tables illustrate the effect of the proposed amend- 
ments. Table 1 shows the effect on benefits in course of payment 
on July 1, 1959, and table 2 covers benefit awards in fiscal year 
1959-60. 

Since the bill provides, in effect, a blanket 10-percent increase for 
all monthly benefits, including those calculated under social security 
formulas, it does not affect the distribution of monthly benefits 
awarded or being paid according to the formula under which they 
are computed. 


TABLE 1.—Estimated number of monthly benefits in current-payment status on the 
effective date,| and estimated average monthly amount before and after increases 
under the bill, by type of benefit 


Benefits in current-payment status 


Number Average monthly 
amount 


Type of benefit 
Benefit computed 
under 
Present Proposed 
law bill 

Railroad Social 

formula security 

formula 2 


523, 200 219, 700 


Retirement: 
Employee annuities $117. 70 
tht ai are ten peli 1, 200 81.70 
Spouse annuities 
Monthly survivor: 
Aged widows’ annuities. __............ 
Widowed mothers’ annuities 
Children’s annuities 
Parents’ annuities 


BESTEL SS8 
SSese Sse 


t Assumed to be July 1, 1959, 
? Bill provides minimum benefits equal to 110 percent of the amount under social security formulas, 
= Includes 7,000 disability annuitants aged 50 to 64. 





| seese ess | 
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TasBLE 2.—Estimated number of awards in first full year,' and average benefit under 
present law and the bill, by type of benefit 


Type of benefit 


Retirement: 
atte annuities 
Reduced age annuities to women 


Unredu: 
Monthly survivor: 
A widows’ annuities. 


opR B 


$8 s8558 & 
BBLS IRs 


a 


PHP 
88 s8828 8858 


88 $8388 8s8ss 


ei 
88 3 


1 Assumed to be July 1, 1959, to June 30, 1960. 

2 There will be an estim: 36,000 spouses of retired employees, and 1,000 women employees with less 
than 30 years of service, aged 62 to 64, eligible to elect reduced annuities. It is assumed that % of the spouses 
and 4 of the women employees would make such elections. 


IMMEDIATE EFFEcT oF AMENDMENTS TO THE RAILROAD RETIREMENT 
Tax Act 


The bill proposes to amend the Railroad Retirement Tax Act, 
effective on the first day of the calendar month which is more than 45 
days after date of enactment, by raising the monthly limit on taxable 
earnings from $350 to $400, and by increasing the combined rate of tax 
from the present 12% to 13% percent from the effective date through 
calendar year 1961 and to 14% percent¥in 1962-64. In addition 
the combined rate of tax in 1965 and thereafter would be increased 
by the excess of future actual social security combined rates over 
5% percent. 

Assuming that the railroad industry will be recovering from the 
low level of activity experienced during the 1957-58 economic re- 
cession with a consequent gradual increase in railroad employment, 
and assuming the effective : of the amendments to be July 1, 1959, 
the effect of the proposed legislation on railroad retirement taxes 
in fiscal year 1960 would be as follows: 


[Millions] 


Item | Present law | Proposed law 


| RESIS aE EE SE) ST Sc > 5 ee Pe 
2. Taxes at 12.5 percent. 
3. Taxes at 13.5 percent 
4. Total additional taxes 
(a) Due solely to higher tax base. 
(6) Due to higher tax on old base 
(c) Due to higher tax rate on addition to old base 


It should be emphasized that the above figures pertain only to the 
first year effect of the monthly limit and tax increases. The long- 
range estimates are shown elsewhere in this report. 


37901—59——-2 
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ACTUARIAL EFrrects ON RAILROAD RETIREMENT SystTEM OF H.R. 5610 


The Chief Actuary of the Railroad Retirement Board has estimated 
that the proposed amendments pertaining to the retirement and sur- 
vivor programs would increase the cost of benefits by about $146 
million a year on a level basis. It is further estimated that the addi- 
tional immediate and deferred taxes would bring in about an extra 
$57 million in 1959, an average of $115 million in each of the years 
1960 and 1961, and $174 million a year in 1962-64. In 1969, if the 
contingent increase in taxes becomes effective, as scheduled after 1964, 
the amount would reach about $370 million a year. A year-by-year 
estimate of the additional taxes on both employers and employees is 
shown in table 3. Of the $114 million in additional taxes ($57 million 
to be paid by the employers and an equal amount by the employees) 
in fiscal year 1959-60, $63 million would be due to taxing com- 
pensation between $350 and $400 a month at the rate of 12% 
percent; and the remaining $51 million a year would be due to the 
additional 1 percentage point of tax on the total estimated taxable 
payroll of $5.1 billion for the year. The rise in 1962 would result 
mainly from the additional percentage point in the combined tax rate 
with similar situations occurring in later years. 

Considering both additional outgo and additional income, the 
estimates indicate that the added revenues would exceed the added 
disbursements by about $179 million a year on a level basis, which is 
equivalent to 3.20 percent of a $5.6 billion taxable payroll. Since the 
actuarial deficiency for the present law, calculated as of December 31, 


1958, is estimated at 3.81 percent of that payroll (adjusted from 4.18 
of a $5.1 billion payroll), the enactment of the amendments would 
leave the railroad retirement system with an actuarial deficiency of 
0.61 percent of payroll (3.81 minus 3.20) or about $34 million a year. 
The derivation of the above actuarial deficiency figure is shown in 
table 4 together with a breakdown of the major cost figures for the 
proposed program by source of cost or of savings, as the case may be. 


TABLE 3.—Estimated additional tax income under the amendments to the Railroad 
Retirement Tax Act contained in the bill 


(Dollar amounts in millions] 


Rate of tax (percent) Taxable payroll for Additional taxes under 
$350 limit bill} 
Calendar year ro Cif aclalias iS 


Employer | Employee | Level as- |Short-range|} Level as- | Short-range 
sumption | projection | sumption | projection 


634 6%4| $5, 100 $50 $57 
634 634 5, 100 7 118 114 
634 634 5. 100 118 | 116 
7% 7% 5, 100 174 174 
7% 7% 5, 100 : 174 174 
7% 7% 5, 100 5, 174 174 
8 8 5. 100 258 262 
8Y% 84 5, 100 ! 314 319 
8h 844 5, 100 314 319 
844 Ry 5, 100 : 314 319 
9 9 5, 100 370 376 

















1 Difference between combined employer and employee taxes at proposed rates on taxable payrolls for 
$400 limit and 1244 percent of payroll with $350 limit. The taxable payroll for the $400 limit is estimated 
to be $500,000,000 a year higher than for the $350 limit on monthly compensation. 

2 Assuming effective date of July 1, 1959, so that additional taxes will be applicable to 4 of the year. 
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TABLE 4.—Cost estimate for the railroad retirement program as it would be amended 
by the bill 


{Level cost figures are as of Dec. 31, 1958, and relate to a taxable payroll of $5.6 billion a year; the effective 
date is assumed to be July 1, 1959} 


Percent of Amount 
Item payroll per year 
($400 limit) (millions) 


(a) Gross cost of benefits, total............- aa" ‘ . $1, 170 


Employee annuities and PPREIONS. lp aed ssolieimthiniatiennl we hi : 795 
Spouses’ annuities_ -- J b4.+bateetd , DA Dandi lo 78 
Aged widows’ annuities__.........- ew eta 4 221 
Other survivor annuities --.-.-.- ee eee : cit d . 
Insurance lump sums..-.-..-....--...-.--------2-------- ‘ ll 
RE TOE nnn nnn nen sadbbncconcan E § 
Administrative expenses____- 


(0) Deductions from gross costs, total 


Funds on hand-- eee 
Gains from financial interch: ange. __- 


(ce) Net cost (a—b)_.-- : ee 
(d) Future tax income, Reateb cece 253 cui A. ie 


Independent of OASDI rates-- 
Additional taxes after 1964 dependent upon ‘OASDI rates. 


(e) Actuarial deficiency (excess of net costs over total future tax income) -___-- 


! Includes 0.08 percent of payroll for benefits payable with respect to dependents of disability annuitants 
under the social security minimum provision. 

2 Excludes an estimated $325 million accrued under the financial interchange for the period July 1957 to 
December 1958 but not yet received. Had this amount been included, the 1.96 would have been increased 
to 2.13 and the next figure of 1.12 would have been correspondingly reduced to 0.95. 


An analysis of the cost effects of the proposed amendments con- 
sidered by themselves is presented in table 5. As previously indicated, 
the total level additional disbursements are estimated at $146 million 
a year, or 2.63 percent of payroll. 


TaBLeE 5.— Changes in actuarial deficiency due to the bill 


[Taxable payroll of $5.6 billion a year for $400 limit on monthly compensation; the effective date is 
assumed to be July 1, 1959] 


Percent of | Amount per 
Item payroll ($400 year 
limit) (millions) 


Actuarial deficiency under law before amendments (as of Dec. 31, 1958) ____- | 13.81 $213 
Benefits at present rates due to higher compensation base +. 71 40 
Increase in benefits by 10 percent__..........-2--- sl aii +1. 82 102 
Elective reduced benefits to spouses and women employ ees at age 62. +. 03 3 
Increase in residual benefit +. 03 

Liberalization of work clause for disability annuitants +. 02 1 
Taxes at rate of 1244 percent on additional taxable compensation....._.._.__- —1.10 —62 
Increase in schedule of taxes independent of OASDI rates. ..__-........-.--- —1. 90 —106 
Additional taxes after 1964 dependent upon OASDI rates__-__-___- —2.81 —157 
Actuarial deficiency under law after amendments (as of Dec. 31, 1958) . 61 -—34 


1 Equivalent to 4.18 percent of payroll with a $350 limit on monthly compensation. In both instances, 
this is equivalent to $213 million a year. 


IMMEDIATE Errect ON BENEFICIARIES OF AMENDMENTS IN H.R. 5610 
TO THE RatLROAD UNEMPLOYMENT INSURANCE ACT 


The immediate effect on beneficiaries of the proposals to amend the 
Railroad Unemployment Insurance Act may be illustrated by reference 
to the effect they would have had on payments for the 1957-58 benefit 
year. Each of the proposals is discussed in turn. 
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Except for a few thousand beneficiaries with earnings under $500 
who would no longer be qualified, for a larger number who would have 
been disqualified or failed to meet new eligibility requirements, and 
for the maternity beneficiaries, the benefits of all beneficiaries would 
have been increased substantially. 


INCREASE IN QUALIFYING EARNINGS REQUIREMENT 


In 1957-58, 4,300 (1.4 percent) of the unemployment beneficiaries 
and 600 (0.4 percent) of the sickness beneficiaries had base-yeai 
earnings under $500 and so would not have been qualified. How- 
ever, no employee currently on the benefit rolls would be denied bene- 
fits in this benefit year by the proposedgchange; it would be effective 
with earnings for the 1958 base year, and so would not affect benefit. 
payments until July 1959 or later, depending on the date of enactment 
of the bill. 
BENEFIT RATES 


| 

The 1957-58 beneficiaries with base-year earnings of $500 or more 
would, it is estimated, have been paid at an average daily benefit 
rate of $9.40 for unemployment and $9.74 for sickness (prior to adjust- 
ment for receipt of other social insurance benefits). For each type 
of benefit the average benefit rate would be about one-fifth larger than 
under the present law. The increase in benefit rates for those with 
rates determined under the proviso with respect to the daily rate of 
pay would obviously be this much generally, since 60 percent is one- 
fifth larger than 50 percent. The new schedule in the bill, as shown 
in the table below, would cause, an increase of from 8 to 25 percent, 
depending on the compensation range. However, increasing the 
limit on creditable earnings would add to this by shifting many bene- 
ficiaries to a higher compensation group, with a consequent higher 
benefit rate. Thus, for some beneficiaries, particularly in the higher 
compensation brackets, the total increase would be substantially 
more than 20 percent, and the average increase for those paid schedule 
rates would be about one-fifth also. 

It is possible under the present law for a beneficiary who was fully 
employed in the base year to qualify for a benefit rate approachin 
60 percent of his rate of pay. Similarly, under the bill it woul 
be possible for some beneficiaries to be paid at benefit rates near 70 
percent of the daily rate of pay. For example, an employee paid at 
a rate of $14 a day, if employed 5 days a week without overtime for 
50 weeks, would earn $3,500. This would qualify him for a benefit 
rate of $9.50 under the schedule in the bill, or 68 percent of his daily 
rate of pay. 
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Comparison of benefit rates in schedule under RUIA with proposed schedule 


Daily benefit rate 


Range of base-year compensation 
Present Proposed 
RUIA schedule 


= 


SSSSSSSSSSSSESE 
© 


sueseeescee 
BEERS wpeSEh 


2 
eee 

POAIINMM AM orm mmf 

SSSSSSSSSSSSSSE 


SOO MM MNINAIM Hagen 
CMOWRKR WKH AT5IW HOF; OW 


2 
Be 


3s 


Nore.—Since the compensation ranges of the 2 schedules differ, it was necessary, for this comparison, to 
divide some rate groups into 2 parts. 


ELIMINATING OF THE SUNDAY AND HOLIDAY DISQUALIFICATIONS 


The removal of the Sunday and holiday disqualification provision 
in the law would increase the number of compensable claims because, 
for a man normally working a 5-day week, after benefits have been 
paid for an initial registration period, any day of unemployment in a 
workweek could be a compensable day. Thus, in addition to increas- 


ing the number of oi ene ge days in some claims, it would make 
0 


er claims compensable for which no payment could be made under 
the present law. The wage contracts for nonoperating employees 
now provide payment for holidays. Nevertheless, in the course of a 
year there will be a substantial number of employees who will not get 
paid for one or more holidays for one reason or another. It is esti- 
mated that this change would have increased benefits for unemploy- 
ment in 1957-58 by about $3,400,000. 


DISQUALIFICATIONS FROM UNEMPLOYMENT BENEFITS 


The proposed modification of the disqualifications for unemploy- 
ment benefits in cases of voluntary quits, and failure to accept suitable 
work or failure to report for work or to an employment office, would 
have extended the disqualification period of those who were dis- 
eer under sections 4(a—2) (i) and 4(a—2)(ii) in 1957-58 and caused 

e disqualification of many other beneficiaries. The proposed sec- 
tion 4(a—2)(iv) disqualifying those who were discharged or suspended 
would have prevented payments to thousands of other beneficiaries. 
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Altogether it is estimated that nearly 20,000 unemployment bene- 
ficiaries would have received $10,800,000 less in 1957-58 if these pro- 
visions had been in effect. In the majority of cases all of the pay- 
ments they received would have been prevented. 


TEMPORARY EXTENSION OF DURATION FOR EMPLOYEES 


Additional benefits would have been paid to about 60,000 1957-58 
beneficiaries who exhausted benefit rights for that year under the 
temporary provision extending their duration of benefits a maximum 
of 13 weeks, but the average amount per beneficiary would be small 
because if they were unemployed most of them have received benefits 
in the current year. Nearly as many 1958-59 beneficiaries would 
also receive additional payments from this change, and these would be 
more substantial. It is estimated that the total amount payable 
under the provision would be about $20 million. 


WAITING PERIOD FOR SICKNESS 


The change which would pay benefits only for days of sickness over 
nine in the first sickness registration period instead of all days over 
seven would have reduced by two the number of. compensable days 
for all beneficiaries who did not exhaust benefit rights. The other 
change in the sickness benefit formula, which would require that in 
order to pay benefits for a subsequent registration period there must 
be at least 7 days of sickness or unemployment in the period or in the 
14 preceding days, would have had no significant effect on the benefits 
paid. Only a small number of claims would have been denied. The 
combined effect of the two changes would have reduced benefits to 
125,000 beneficiaries by about $1,800,000. 


DISQUALIFICATIONS FROM SICKNESS BENEFITS 


It is not possible to estimate exactly the effect of the various pro- 
posals which would change the eligibility requirements and the dis- 
qualification provisions for sickness benefits, since they cover situations 
with which no experience has been had, such as the requirement of 
being otherwise available for work in order to get sickness benefits, 
and the disqualification of employees who have been out of the railroad 
industry more than 90 days. It is estimated, however, that the 
combined effect of these, and the application to sickness benefits of 
the disqualifications that have previously affected only unemployment 
benefits, would have reduced payments in 1957-58 by more than 
$5 million, 

ELIMINATION OF MATERNITY BENEFITS 


Elimination of maternity benefits would not have prevented the 
maternity beneficiaries from receiving regular sickness benefits while 
pregnant if they could have met the eligibility conditions. Thus, 
sickness benefits would probably have been paid to most of the 3,900 
maternity beneficiaries in 1957-58 even though the $3,707,000 paid 
for maternity would not have been payable. 

It is not clear what effect the various restrictions on payment of 
sickness benefits would have had on payments to them. For the 
purpose of these estimates it is assumed that the sickness payments 
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would have been about half of the amount that was paid for maternity. 
This would have reduced benefits for the year by $1,800,000. 

Estimates of the effect of the different provisions of the bill are 
summarized in the following table: 


Unemployment Sickness (including 
maternity) 
Provision 


Amount Percent Amount Percent 


Total benefits, present law ! $175, 723, 000 . 100. 0 
Decreases in benefits: 
1, 632, 000 


2. Due to changes in eaten and eligibil- 

ity conditions 
. Due to change in waiting period 
: Due to elimination of maternity benefits 
Increases in benefits for =— employees 

1. Benefit rate schedule (including effect of $400 a 
month maximum creditable earnings) 

2. 60 percent benefit rate proviso 

3. Removal of Sunday and holiday disqualifica- 








4. Temporary additional duration for employees 
who exhausted benefit rights (2) 
Net increase 25, 448, 000 14.5 


1 Net benefits payable for year, which differ slightly from published figures of actual amounts paid in 


the year 
i $20,000, 000 in 1 year only; not included in totals, because not a cost factor for later years. 


EFFECT ON BALANCE IN THE ACCOUNT 


Under the present law, it is expected that the balance in the rail- 
road unemployment insurance account will be reduced to a figure 
between $40 million and $50 million by June 30, 1959. Retroactive 
pa ponents for the temporary additional duration provided by the 

ill would reduce this by $20 million, and if the bill should be enacted 
immediately, there might be some additional increase in benefits for 
June claims. Thus, the account would be reduced to a very low level 
at the end of the benefit year, with perhaps no more than $20 million 
remainin 

The effective date for an increased contribution rate would coincide 
with the effective date for increased benefit rates, but because of the 
lag in collection of contributions, the higher benefits resulting from 
the bill would be payable for 3 to 5 months before any added. revenue 
would be received. Moreover, the current quarter, ending March 31, 
1959, will be the fifth consecutive quarter in which benefit payments 
under the present law have been substantially above the balance now 
in the account ($50 million),, A continuation of such a rate of ex- 
penditure would exhaust the funds available for benefits in a few 
months even without the proposed increase. Thus the borrowing 
authority provided in the bill is necessary to insure against a possible 
collapse of the program. 


IMMEDIATE COST TO THE RAILROADS 


The bill would provide a maximum contribution rate of 3.5 percent 
and maximum taxable earnings of $400 a month, both of which would 
become effective 1% to 2% months after enactment. Under present 
law, which would not be changed, the effective rate for 1959 is based 
on the balance tothe credit of the railroad unemployment insurance 
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account at the close of business on September 30, 1958. Because that 
balance has already been determined and proclaimed by the Board 
to be less than $300 million, the amendment providing that the effect- 
ive rate would be 3.5 percent when the balance is under $300 million 
would apply on the general effective date of the bill. The rate for 
1959 is 3 > wage under the unamended law. Thus, the increase in 
rate would be only one-half of 1 percent for compensation paid in the 
balance of calendar year 1959, starting with the effective date. The 
average increase in costs accruing for the railroads for the next few 
years, as shown by the following table, would be over $40 million 


a year. 
{In millions] 


Contributions at 3% percent, 
with $400 t 


Sea limit on taxable 


1 Assuming a July 1, 1959, effective date. 
Note.-~—Figures are estimates of contributions that would be payable on compensation paid in these 
years. 


Since the estimated future cost of the program, as shown below, is 
substantially less than the amount that would be provided by a 3.5 
percent rate, there should be some future years in which the contribu- 
tion rate will be 3 percent rather than the maximum of 3.5 percent. 
In such years, the increase in cost, above the present law, will be 
limited to the amount of contributions at 3 percent on the increase in 
taxable payroll resulting from the $400 limit on taxable earnings, or 
about $15 million. 

Future Costs 


According to the latest estimates that have been made, benefits 
under the present provisions of the Railroad Unemployment Insurance 
Act will average about $145 million over a period of years, $94 million 
for unemployment and $51 million for sickness, including maternity. 
The estimate of taxable payrolls is $5.1 billion a year. Including ad- 
ministrative expenses, the total cost of the present program is esti- 
mated at 2.9 percent of the taxable payroll. 

For the proposals contained in the bill it appears reasonable, and 
in accordance with a desire for sound financing, to assume for the 
future an increase of about one-fifth in the average amount of unem- 
ployment benefits and an increase of one-tenth in the amount of sick- 
ness benefits. This results in an average annual benefit cost for the 
future, if the bill should be enacted, of $170 million, of which $114 
million would be for unemployment and $56 million for sickness. 
At the same time, the $400 limit on creditable earnings would, it is 
estimated, increase the taxable payroll to $5.6 billion. Including an 
allowance of 0.20 percent of payroll for administration and deducting 
0.10 percent for interest on the balance in the account, the total cost 
of the program would then be about 3.15 percent of payroll. Costs 
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for the present law and with the bill are summarized in the following 
table: 


Present law | With proposed 
changes 


Average benefits, total $170, 000, 000 


For unemployment. 5 114, 000, 000 
For sickness , 000, 56, 000, 000 


Taxable payroll , 100, 000, 5, 600, 000, 000 


Benefits as percent of payroll : 3.05 
Administration costs as percent of payroll ‘ . 20 
Allowance for interest on balance in account (minus) 5 —.10 


Net total cost as percent of payroll . 3.15 


These cost figures are, of course, only an approximation based on 
what appear to be reasonable interpretations of available data, and on 
forecasts of the future of the railroad industry. With somewhat dif- 
ferent assumptions, which may be just as reasonable, a variation of as 
much as one-fourth of 1 percent of payroll in either direction might be 
obtained. The figures can thus be interpreted as indicating that the 
cost of the benefit program under the Railroad Unemployment In- 
surance Act, if the bill is enacted, would be somewhere between 2.9 
and 3.4 percent of payroll. 


FINANCING 


The bill provides the following schedule of contribution rates: 


The contribution rate 
If the balance on Sept. 30 in the railroad unemploy- for the next calendar 
ment insurance account is— year shall be— 
$450,000,000 or more 1% percent. 
$400,000,000, but less than $450,000,000 2 percent. 
$350,000,000, but less than $400,000,000 2% percent. 
$300,000,000, but less than $350,000,000 3 percent. 
Less than $300,000,000 3% percent. 

The balance in the account on September 30, 1958, was $135 million. 
Thus, the maximum rate of 3% percent would become effective on the 
general effective date for the bill. It appears, in view of the cost 
estimates, that the maximum rate of 3% percent provided by the bill 
would be adequate to finance the benefits. 


CHANGES IN THE RAILROAD RETIREMENT Act, RamLRoAD RETIREMENT 
Tax Act, AND THE Rat~RoAD UNEMPLOYMENT INSURANCE AcT 
Proposep sy H.R. 1012 anp H.R. 5610 


The following tabular comparison shows the changes in the Railroad 
Retirement Act, the Railroad Retirement Tax Act, and the Railroad 
Unemployment Insurance Act proposed by H.R. 1012 and the re- 
ported bill, H.R. 5610. 
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Reports From Executive DEPARTMENTS AND AGENCIES 


The reports of the Railroad Retirement Board, the Department of 
Health, Education, and Welfare, the Department of Labor, and the 
Bureau of the Budget on H.R. 1012 are shown in the appendix to this 
report. 


SECTION-BY-SECTION EXPLANATION OF THE CoMMITTEE BILL 
PART I. AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


Section 1. Reduced annuities for women employees at age 62, changing 
earnings limitation for disability annuities, and increasing the 
maximum amount of spouse’s annuity 

Subsection (a) of section 1 of the bill would amend section 2(a)3 
of the Railroad Retirement Act of 1937, as amended, to provide that 
women employees who do not have the 30 years of railroad service 

required for a full annuity at age 60 may, upon election, receive a 

reduced annuity at age 62. The annuity would be reduced by one 

one-hundred-and-eightieth for each calendar month the woman is 
under age 65 when the annuity begins to accrue. Women engaged in 

covered employment under the Social Security Act may now, as a 

result of the 1956 amendments to that act, obtain reduced retirement 

benefits at age 62 under that system and the change proposed by the 
bill would remove the disparity between the railroad retirement system 
and the social security system in that respect. 


Subsection (b) of section 1 of the bill would amend section 2(d) of 
the Railroad Ketirement Act. Under the present provision of section 


2(d) of the act, the annuity of an individual, under age 65, who is 
retired on account of disability is not paid for any month in which he 
earns above $100 in any form of employment. Subsection (b) of sec- 
tion 1 of the bill would amend section 2(d) of the act so as to provide 
that any annuity which is withheld from a disability annuitant be- 
cause he earned more than $100 a month is to be restored if his earnings 
for the whole calendar year do not exceed $1,200. Furthermore, if 
the annuitant’s total earnings exceed $1,200 in a calendar year, the 
number of months for which his annuity will not be paid in such year 
(because of earnings of over $100 in each such month) will in no event 
exceed 1 month for each $100 of earnings over $1,200 (with the last 
$50 or more of such excess being treated as $100). Earnings for 
service to an ‘‘employer” under the act or to the last person by whom 
the employee was employed before his annuity began to accrue would 
be disregarded in computing the total earnings for a year, because in 
no event could he receive an annuity for a month in which such service 
was rendered. If the disability annuity is increased in any year, an 
annuity which becomes payable solely because of the earnings limita- 
tion provided in section 1(b) of the bill would be paid for the month 
for which the annuity is larger. 

Subsection (c) of section 1 of the bill would amend section 2(e) of 
the Railroad Retirement Act. Under the present provisions of sec- 
tion 2(e) of the act, the maximum amount payable as a spouse’s 
annuity is an amount equal to the maximum amount which could be 
paid to anyone with respect to such month as a wife’s insurance benefit 
under the Social Security Act. Subsection (c) of section 1 of the 
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bill would increase the maximum amount payable as a spouse’s 
annuity to 110 percent of the amount payable under the Social Security 
Act as a wife’s benefit. 

Subsection (d) of section 1 of the bill provides for a technical amend- 
ment to section 2(g) of the Railroad Retirement Act which is required 
by reason of the proposed addition of a new subsec tion (h) to section 2 
of the act, which would provide for a spouse’s annuity at age 62 ona 
reduced basis. 

Subsection (e) of section 1 of the bill would amend section 2 of the 
Railroad Retirement Act by adding a new subsection (h) to provide 
that a spouse may, upon election, receive a& spouse’s annuity on a 
reduced basis upon ‘attaining age 62. The reduction would be in the 
amount of one one-hundred-and- eightieth for each calendar month 
that the spouse is under age 65 when the annuity begins to accrue, 
Under the present law a spouse may not obtain a spouse’s annuity 
prior to attaining age 65 unless, in the case of a wife, she has a child 
in her care who would be entitled to a child’s insurance annuity upon 
the death of her husband. Under the proposed amendment, a spouse 
may receive an annuity, upon election, without having such a child 
in her care, but the annuity would be reduced. This amendment 
would make the Railroad Retirement Act conform to the Social 
Security Act in this respect. 


Section 2. Increase in annuities 


Subsection (a) of section 2 of the bill would amend section 3(a) of 
The Railroad {Retirement Act by increasing the percentage factors 
to be applied to an individual’s “average monthly compensation”’ in 
computing the amount of his annuity. This change would produce 
an increase in the annuity so computed of approximately 10 percent. 

Subsection (b) of section 2 of the bill would amend section 3(c) of 
the act to provide that as much as $400 of an employee’s compensation 
for any month after the effective date of this act shall be recognized in 
computing the monthly compensation. 

Subsection (c) of section 2 of the bill would amend section 3(e) of 
the act to provide for an increase of approximately 10 percent in the 
factors determining the regular minimum annuity for an individual 
who has a ‘‘current connection” with the railroad industry. The same 
subsection would also amend section 3(e) of the act to provide that 
an employee’s annuity, together with his spouse’s annuity, if any, or 
the total of survivor annuities deriving from the same employee, for 
a month, shall in no case be less than 110 percent of the amount or 
110 percent of the additional amount which would have been payable 
to all such persons under the Social Security Act for such month if 
such individual’s railroad service after December 31, 1936, were em- 
ployment subject to the Social Security Act. A spouse who elected 
“ receive a reduced spouse’s annuity under the proposed new section 

2(h) of the act would, for purposes of the social security minimum 
provision described above, be deemed to be entitled to a wife’s social 
security insurance benefit reduced as provided in section 202(q) of the 
Social Security Act. 


Section 3. Residual lump-sum benefit, and increase in survivor annuities 


Subsection (a) of section 3 of the bill would amend section 5(f)(2) 
of the Railroad Retirement Act to change the formula for computing 
the residual lump sum in order to give recognition to the higher tax 
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rate and tax base on compensation paid after the effective date of 
this act. This is done by increasing the percentage of an employee’s 
compensation used in computing the residual lump-sum benefit to 
7% percent of his compensation paid on or after the effective date of 
this act and before January 1, 1962, and to 8 percent of his compensa- 
tion paid after December 31, 1961, and by increasing the amount of 
monthly compensation paid on or after the effective date of this act 
to which such percentage would apply from $350 to $400 a month. 

Subsection (b) of section 3 of the bill would amend section 5(h) of 
the Railroad Retirement Act to increase the maximum and minimum 
of survivor annuities payable for a month with respect to an employee’s 
death by approximately 10 percent. 

Subsection (c) of section 3 of the bill would amend section 5(i)(1) (il) 
of the Railroad Retirement Act so as to eliminate the restriction 
which prohibits the payment of a survivor annuity to a survivor 
for any month during which he worked for 7 or more days in em- 
ployment outside the United States. Thus, the proposed amend- 
ment would make the work restrictions applicable to survivors work- 
ing outside of the United States the same as for those working in the 
United States and would remove a discrimination against the survivors 
of employees of American railroads operating into Canada many of 
whom continue to live in Canada. 

Subsection (d) of section 3 of the bill would amend clause (A) (i) 
of section 5(1)(9) of the Railroad Retirement Act to increase from 
$350 to $400 the maximum amount of the employee’s monthly com- 
pensation which can be used for the months beginning on or after 
the effective date of this act in determining the ‘‘average monthly 
remuneration.” ‘Average monthly remuneration” is a factor used 
in computing the employee’s ‘‘basic amount” which, in turn, deter- 
mines the amount of the survivor’s annuity and the insurance lump- 
sum benefits. 

Subsection (e) of section 3 of the bill would amend clause (A) (1i) of 
section 5(1)(9) of the Railroad Retirement Act to provide that if 
the employee’s creditable railroad compensation for any calendar 
year beginning after the effective date of this act is less than 
$4,800, ‘and his “average monthly remuneration” computed on 
railroad compensation alone is less than $400, his creditable earnings 
under the Social Security Act in such years of up to $4,800 may be 
included with the total of his creditable railroad compensation, in 
computing his “average monthly remuneration.” The total credita- 
ble compensation could not exceed $4,800 for calendar years beginning 
after the effective date of this act. At present, with respect to years 
after 1954, only so much of a year’s social security earnings may be 
taken into account as will, together with the railroad compensation 
paid for the year, not exceed” $4,200, and then only when the em- 
ployee’ s “average monthly compensation” computed on compensation 
alone is less than $350. 

Subsection (f) of section 3 of the bill would amend section 5(1) (10) 
of the Railroad Retirement Act to change the formula for determining 
the employee’s “basic amount”’ so as to produce a “basic amount”’ 
higher by approximately 10 percent, thereby increasing survivor 
annuities and benefits based on the “basic amount” by 10 percent. 



























36 AMENDMENTS TO THE RAILROAD RETIREMENT ACT 





Section 4. Increase in pensions, joint and survivor annuities, certain 
widows’ and widowers’ annuities and annuities under the Railroad 
Retirement Act of 1935 


Section 4 of the bill would increase by 10 percent the amounts of (1) 
pensions paid under section 6 of the Railroad Retirement Act of 
1937; (2) all joint and survivor annuities and survivor annuities 
deriving from joint and survivor annuities awarded before the “‘effec- 
tive date’ of the Railroad Employees Benefits Act of 1959; (3) all 
widows’ and widowers’ insurance annuities which began to accrue 
before the first day of the first calendar month which begins after 
the “effective date’ of such act and which are payable under the 
provisions by which the amount of such annuities is based on the 
spouse’s annuity to which the widow or widower was entitled; and 
(4) all annuities paid under the Railroad Retirement Act of 1935. 


Section 5. Effective dates of amendments to the Railroad Retirement Act 


Subsection (a) of section 5 of the bill contains effective date provi- 
sions of the amendments to the Railroad Retirement Act made by the 
bill. The provisions for increasing retirement and survivor annuities, 
giving spouses and women employees the right to annuities before age 
65 on a reduced basis, and changing the limitation on work outside the 
United States by survivor beneficiaries, are to become effective with 
respect to annuities accruing for months which begin on or after the 
“effective date” (secs. 1(a), 1(c), 1(d), 1(e), 2(a), 2(c), and 3). 

The increase in pensions paid under section 6 of the Railroad 
Retirement Act would become effective with respect to pensions due 
in calendar months which begin after the ‘effective date” (sec. 4 of 
the bill). The increase in joint and survivor annuities and survivor 
annuities deriving from joint and survivor annuities awarded before 
the effective date of this act, and all annuities under the Railroad 
Retirement Act of 1935, would become effective with respect to annui- 
ties accruing for months which begin on or after the ‘‘effective date” 
(sec. 4 of the bill). The amendment to section 2(d) of the act with 
respect to work restrictions on disability annuities would become 
effective with respect to annuities accruing during calendar years 
which begin after the “effective date.”” The amendments relative to 
the residual and insurance lump-sum benefits would become effective 
with respect to deaths occurring on or after the “effective date” 
(sec. 3(a) and 3(f) of the bill). The amendment relative to deduction 
from survivor annuities because of work outside the United States 
would become effective with respect to such annuities accruing for 
aa which begin on or after the “effective date” (sec. 3(c) of the 
bill). 

Subsection (b) of section 5 would provide that all recertifications 
required by reason of the amendments to the Railroad Retirement 
Act proposed by the bill would be made by the Railroad Retirement 
Board without application therefor. 


=—s 


~~ ¢ ban oh . tenet ee eee ee fee eee eee 


























PART II. AMENDMENTS TO THE RAILROAD RETIREMENT TAX ACT 





Section 201. Increasing the tax rate and the compensation base 


Section 201 of the bill proposes to increase the tax rate and the 
compensation base to which the tax rate applies for the purpose of 
making additional funds available to the ad retirement account 
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to cover the added costs of the benefits proposed by the bill as well as 
to cover the existing deficiency in the account, thereby placing the 
railroad retirement system in a sound financial condition. 

Subsections (a), (b), (c), and (d) of section 201 of the bill would 
amend sections 3201, 3202(a), 3211, and 3221 of the Railroad Retire- 
ment Tax Act to provide that the rate of tax to be paid by the em- 
ployee (and the tax withholding from his compensation) and by the 
employer on compensation paid to such employee and by an employee 
representative would be applicable to compensation not in excess of 
$400 for any calendar month effective with respect to compensation 
paid for service rendered on or after the effective date of this act, which 
is the first day of the first calendar month which begins more than 
45 days after the date of enactment. The existing tax rate for em- 
ployees and for employers is 6% percent applicable to monthly com- 
pensation not in excess of $350. 

Subsections (a) and (d) of section 201 of the bill would amend sec- 
tions 3201 and 3221 of the Railroad Retirement Tax Act by increasing 
the tax rate, on both employees and employers, to 6% percent of com- 

ensation paid for services rendered on or after the effective date and 
before January 1, 1962, and to 7% percent of compensation paid for 
services rendered after December 31, 1961. The rate would be in- 
creased further with respect to compensation after 1964 by a number 
of percentage points equal at any given time to the number of per- 
centage points by which the rate of tax under the Federal Insurance 
Contributions Act (for social security purposes) at that time exceeds 
the 2%-percent rate provided by paragraph (2) of sections 3101 and 
3111 of the Federal Insurance Contributions Act as amended by the 
Social Security Amendments of 1956. 

The rates provided by paragraph 2 of sections 3101 and 3111 of the 
Federal Insurance Contributions Act, as amended in 1956, were changed 
in 1958 but, as indicated, the amendment of the reported bill relates 
to the rates under paragraph (2) of sections 3101 and 3111 of the 
Federal Insurance Contributions Act, as amended in 1956. 

Under present law the schedule of employee and employer taxes 
under the Federal Insurance Contributions Act (as amended in 1958) 
after 1964 is 3% percent for the calendar year 1965, 4 percent for calen- 
dar years 1966 to 1968, inclusive, and 4% percent after 1968. Thus, 
under the amendment proposed by the reported bill, if the rate under 
the Federal Insurance Contributions Act is increased as scheduled, 
the rate under the Railroad Retirement Tax Act for both employees 
and employers would be increased without further legislation from 7% 
percent to 8 percent for the calendar year 1965 to 8% percent for the 
calendar years 1966-68 and to 9 percent for 1969 and thereafter. It 
should be observed that the rate under the Railroad Retirement Tax 
Act would increase only if, and to the extent that, the rate of tax 
under the Federal Insurance Contributions Act increases above 2% 
percent as was scheduled by the Social Security Amendments of 1956. 

The provisions for increasing the tax rate under the Railroad Retire- 
ment Tax Act in accordance with the schedule of tax increases pro- 
vided for by the Federal [nsurance Contributions Act are essential. 
If taxes to support the social security system are increased as scheduled 
the relative position of the railroad retirement system under the 
“financial interchange’ provisions would be jeopardized unless 
similar increases in tax rates were made in the Railroad Retirement 
Tax Act. The additional revenue to be produced by the contingent 
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increase in the rate under the Railroad Retirement Tax Act would 
be needed to compensate for the increased obligation under the 
financial interchange provision. 

Subsection (c) of section 201 of the bill would amend section 3211 
of the Railroad Retirement Tax Act to provide that the tax rate 
payable by an employee representative on his compensation as an 
employee representative shall be 13% percent of such compensation 
not in excess of $400 a calendar month for services rendered on or 
after the effective date of this act and before January 1, 1962, and 
14% percent of his compensation for services rendered after 1961. 

Under the amendment proposed by subsection (c) of section 201 
of the bill the tax rate on employee representatives would further be 
increased by twice the amount of the increase in the tax rate under 
the Federal Insurance Contributions Act. The tax rate under the 
Railroad Retirement Tax Act would increase to 16 percent after 1964 
if the employee tax rate under the Federal Insurance Contributions 
Act is increased beyond 2% percent and the tax rate for employee 
representatives would be further increased depending on changes in 
the tax for social security purposes. 

Section 202 of the bill would make the amendments to the Rail- 
road Retirement Tax Act effective, except as otherwise provided in 
such amendments, with respect to compensation paid for services 
rendered on or after the effective date of this act, which is the first 
day of the first calendar month which begins more than 45 days after 
the date of enactment of this act. 


PART III. AMENDMENTS TO THE RAILROAD UNEMPLOYMENT 
INSURANCE ACT 


Section 301. Increasing the compensation base 

Section 301 of the bill would amend section 1(i) of the Railroad 
Unemployment Insurance Act to provide that up to $400 of compensa- 
tion paid to an employee in a calendar month which begins on or 
after the effective date of enactment of this act, shall be recognized 
and thus taken into account in computing benefits under such act. 
The present limit on monthly compensation is $350. 


Section 302. Increasing the amount of daily benefits and the amount of 
compensation in the base year required to qualify for benefits 

Section 302(a) of the bill would amend section 2(a) of the Railroad 
Unemployment Insurance Act in the following respects: 

It would provide a new schedule of daily benefit rates in connection 
with the various ranges of compensation in the base year. Under 
this schedule the number of base-year earnings for which different 
daily benefit rates apply would be increased from 11 to 12. The new 
schedule of daily benefit rates would start with a minimum of $4.50 
per day for base (calendar) year earnings of $500 to $699.99. The 
maximum daily benefit rate would be $10.20 for base (calendar) year 
earnings of $4,000 or more. 

Subsection (b) of section 302 of the bill would further amend section 
2(a) of the act by providing that the minimum daily benefit rate 
payable to an employee shall not be less than an amount equal to 
60 percent of his daily rate of compensation for his last employment 
in which he was engaged for an employer during the base (calendar) 
year, up to a maximum rate of $10.20 per day. 
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Section 303. Temporary extension of unemployment benefits 

Section 303(a) of the bill provides for a temporary extension of 
unemployment benefits for railroad employees who have exhausted 
their rights to such benefits under present law. Specifically an 
employee, as defined in section 1(d) of the Railroad Unemployment 
Insurance Act, who has, after June 30, 1957, exhausted (in accordance 
with the meaning of that term as prescribed by the Railroad Retire- 
ment Board by regulations) his rights to unemployment benefits 
under provisions of the Railroad Unemployment Insurance Act, would 
be paid unemployment benefits for as many as 65 additional days of 
unemployment, but not more, occurring in registration periods begin- 
ning on or after June 19, 1958, and before April 1, 1959. Such addi- 
tional benefits would not be payable, however, for days of unemploy- 
ment for which the unemployed man could receive payment otherwise 
under the Railroad Unemployment Insurance Act, or under any other 
Federal unemployment system or State system, including the Tem- 
porary Unemployment Compensations Act of 1958. The benefits 
would be payable at the rate otherwise payable to the employee in the 
benefit year in which the unemployment occurred for which the bill 
would provide benefits. If such unemployment occurred in a benefit 
year succeeding that in which the employee had exhausted his rights 
to normal unemployment benefits, and in that benefit year he would 
not otherwise be a qualified employee to receive normal benefits, the 
temporary benefits would be paid at the rate last payable to him. 
The limitation on the number of compensable days of unemployment 
in the benefit year, including not only the provision for a maximum of 
130 days in a benefit year but the restriction on the amount of benefits 
in a benefit year to the employee’s compensation in a base year, would 
not be applicable to prevent payment for as much as 65 more days of 
unemployment in the benefit year than otherwise might be paid. The 
bill would, however, bar the unemployed worker from receiving both 
the special temporary benefits provided by the bill and the Tem- 
porary Unemployment Compensation Act of 1958 by making the 
benefits not payable under the one system if the worker had registered 
for, and established a claim to, benefits under the other. 

The last sentence of subsection (a) of section 303 of the bill would 
provide that, except as the provisions of this subsection would provide 
differently, such as for paying for 65 more days of unemployment (in 
registration periods beginning before April 1, 1959) than would other- 
wise be payable under the restrictions of section 2(c) of the Railroad 
Unemployment Insurance Act, the other provisions of the Railroad 
Unemployment Insurance Act would apply in administering the pro- 
visions of this subsection granting temporary additional unemploy- 
ment benefits. Also, this sentence would confirm what is implicit in 
subsection (b) itself that the temporary unemployment benefits pay- 
able for days in either the benefit year beginning July 1, 1957, or that 
beginning July 1, 1958, would be paid at the rate applicable in the 
benefit year in which the unemployed man exhausted his rights and 
for which he was otherwise a qualified employee. For example, the 
man who exhausted his regular benefit rights in January 1958, would 
receive his unemployment benefits at the rate payable for the benefit 
_— beginning July 1, 1957 (the year in which he exhausted his rights), 

ut, of course, under the terms of the bill, he could be paid in that 


benefit year only for days in registration periods beginning on or after 
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June 19, 1958, and before July 1, 1958. If he was a ‘‘qualified” em- 
ployee for the benefit year beginning July 1, 1958, and exhausted his 
rights in that benefit year, then under the provisions of this subsection 
his benefit rate for the temporary additional benefits would be at the 
regularly established rate for the current benefit year; that is, the 
benefit year beginning July 1, 1958. If the employee was not a 
“qualified’”’ employee for the benefit year beginning July 1, 1958, the 
temporary unemployment benefits would be Seah to him, never- 
theless, but only at the rates for the preceding benefit year—that is, 
the benefit year beginning July 1, 1957—in which he was a ‘“‘qualified”’ 
employee and had exhausted his rights. 

Subsection (b) of section 303 would provide for the interchange of 
information between the Secretary of Labor and the Railroad Retire- 
ment Board necessary for the administration of the provisions of 
subsection (a) of section 303 and the Temporary Unemployment 
Compensation Act of 1958. 

Subsection (c) of section 303 of the bill provides that this section 
shall take effect on the date of enactment of this act. 


Section 304. Increasing the minimum compensation required in the base 
year to qualify for benefits 
Section 304 of the bill would amend section 3 of the Railroad Un- 
employment Insurance Act to provide that an employee is not 
qualified for benefits under this law unless his compensation in the 
“‘base year’ was $500 or more. 


Section 805. Eliminating the restriction on*Sundays and§holidays as 
days of unemployment, and providing disqualification for certain 
discharge and suspension cases and adding to disqualification 
periods 

Subsection (a) of section 305 of the bill would amend section 4(a—2) 
of the Railroad Unemployment Insurance Act by striking subdivision 
(iv) under which Sundays and holidays, unless preceded and succeeded 
by a day of unemployment, are not considered as days of unemploy- 
ment. Asa result of this amendment, Sundays and holidays could be 
compensable days of unemployment just as any other day but, of 
course, no payment would be made for the registration period unless 
the employee had more than 4 days of unemployment in the period 
(or 7 days in a first registration period). Subsection (a) would sub- 
stitute for the repealed provision (sec. 4(a—2)(iv)) a provision dis- 
qualifying an employee to receive unemployment benefits who, the 
Board finds, has been discharged or suspended for misconduct related 
to his work. In the case of discharge the disqualification would end 
after he has later been in covered railroad service for compensation for 
20 days, and in the case of suspension the disqualification would end 
when the period of suspension ends. 

Subsection (b) would amend subdivisions (i) and (ii) of section 
4(a-2) of the Railroad Unemployment Insurance Act to change the 
disqualification for leaving work voluntarily without good cause and 
failure (without good cause) to accept suitable work available and 
offered to him, or to comply with instructions from the Board to apply 
for suitable work or to report to an employment office, from a period of 
30 days to such time as the employee has later earned compensation 
in covered railroad work in each of 20 days. 
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Section 306. Eliminating all provisions for maternity benefits, as such 

Section 306 of the reported bill would, by subsections (a), (b), (c), 
(d), (e), (f), and (g), eliminate all present provisions of the Railroad 
Unemployment Insurance Act for payment of benefits for maternity. 
The effect would be that female employees would not be eligible for 
benefits by reason of maternity, as such, but they could, although 
pregnant or having given birth to a child, receive sickness benefits to 
the extent they meet otherwise the conditions specified in the Railroad 
Unemployment Insurance Act for such benefits. 


Section 307. Adding disqualifications for sickness benefits under certain 
conditions 

Subsection (a) of section 307 of the bill would add provisions to 
prevent the payment of sickness benefits for any day beginning with 
the day that an employee left work voluntarily without good cause, 
and ending with the 20th later day in which the employee had per- 
formed railroad work for compensation. The subsection would add a 
like disqualification against sickness benefits for failing, without good 
cause, to accept suitable work available and offered to him, or to com- 
ply with instructions from the Railroad Retirement Board to apply 
for suitable work or to report to an employment office. This subsec- 
tion also provides that no day is a day of sickness if, but for such 
sickness, the employee would be unemployed because of a wildcat, or 
illegal, strike, except that this strike disqualification would not apply 
if an employee is not participating in, directly interested in, or helping 
finance the strike sak he does not belong to a grade or class of which 
some members are participating, interested in, or helping to finance 
the strike. A further disqualification would prevent payment of 
sickness benefits following 90 days after an employee last had covered 
railroad work, not counting in this 90-day period any day on which 
he was disqualified for participating in an illegal or “wildcat” strike, 
and any day in a registration period for unemployment or sickness 
beginning before such 90th day, or in a series of such periods (not 
separated by more than 10 days), beginning before such day. 

Subsections (b), (c), and (d) of section 307 would provide for 
technical changes made necessary by the amendments contained in 
subsection (a). 

Subsection (e) of section 307 would amend section 2(a) of the 
Railroad Unemployment Insurance Act to provide that in a first 
registration period in a benefit year the waiting period for sickness 
benefits would be extended to 9 days, which would cause the number 
of days of sickness in a first registration period for which benefits 
could be received to be reduced from 7 to 5. The subsection would 
further prevent payment of any sickness benefits for days in a subse- 
quent registration period (otherwise payable after a waiting period of 
4 days) by requiring that the employee have had in that registration 
period or in the next preceding 14 days not less than 7 days of sickness 
or unemployment, or both. 

Subsection (f) of section 307 would amend section 1(k)(2) of the 
Railroad Unemployment Insurance Act to require for a day of sickness 
to be counted as such that the employee be available for work but for 
his sickness. 
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June 19, 1958, and before July 1, 1958. If he was a “qualified” em- 
ployee for the benefit year beginning July 1, 1958, and exhausted his 
rights in that benefit year, then under the provisions of this subsection 
his benefit rate for the temporary additional benefits would be at the 
regularly established rate for the current benefit year; that is, the 
benefit year beginning July 1, 1958. If the employee was not a 
“qualified’’ employee for the benefit year beginning July 1, 1958, the 
temporary unemployment benefits would be payable to him, never- 
theless, but only at the rates for the preceding benefit year—that is, 
the benefit year beginning July 1, 1957—in which he was a “qualified” 
employee and had exhausted his rights. 

Subsection (b) of section 303 would provide for the interchange of 
information between the Secretary of Labor and the Railroad Retire- 
ment Board necessary for the administration of the provisions of 
subsection (a) of section 303 and the Temporary Unemployment 
Compensation Act of 1958. 

Subsection (c) of section 303 of the bill provides that this section 
shall take effect on the date of enactment of this act. 


Section 304. Increasing the minimum compensation required in the base 
year to qualify for benefits 
Section 304 of the bill would amend section 3 of the Railroad Un- 
employment Insurance Act to provide that an employee is not 
qualified for benefits under this law unless his compensation in the 
“base year’ was $500 or more. 


Section 805. Eliminating the restriction on*Sundays and§holidays as 
days of unemployment, and providing disqualification for certain 
discharge and suspension cases and adding to disqualification 
periods 

Subsection (a) of section 305 of the bill would amend section 4(a-—2) 
of the Railroad Unemployment Insurance Act by striking subdivision 
(iv) under which Sundays and holidays, unless preceded and succeeded 
by a day of unemployment, are not considered as days of unemploy- 
ment. Asa result of this amendment, Sundays and holidays could be 
compensable days of unemployment just as any other day but, of 
course, no payment would be made for the registration period unless 
the employee had more than 4 days of unemployment in the period 
(or 7 days in a first registration period). Subsection (a) would sub- 
stitute for the repealed provision (sec. 4(a—2)(iv)) a provision dis- 

ualifying an employee to receive unemployment benefits who, the 
oard finds, has been discharged or suspended for misconduct related 
to his work. In the case of discharge the disqualification would end 
after he has later been in covered railroad service for compensation for 

20 days, and in the case of suspension the disqualification would end 

when the period of suspension ends. 

Subsection (b) would amend subdivisions (i) and (ii) of section 
4(a-2) of the Railroad Unemployment Insurance Act to change the 
disqualification for leaving work voluntarily without good cause and 
failure (without good cause) to accept suitable work available and 
offered to him, or to comply with instructions from the Board to apply 
for suitable work or to report to an employment office, from a period of 
30 days to such time as the employee has later earned compensation 
in covered railroad work in each of 20 days. 
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Section 306. Eliminating all provisions for maternity benefits, as such 

Section 306 of the reported bill would, by subsections (a), (b), (c), 
(d), (e), (f), and (g), eliminate all present provisions of the Railroad 
Unemployment Insurance Act for payment of benefits for maternity. 
The effect would be that female employees would not be eligible for 
benefits by reason of maternity, as such, but they could, although 
pregnant or having given birth to a child, receive sickness benefits to 
the extent they meet otherwise the conditions specified in the Railroad 
Unemployment Insurance Act for such benefits. 


Section 307. Adding disqualifications for sickness benefiis under certain 
conditions 


Subsection (a) of section 307 of the bill would add provisions to 
prevent the payment of sickness benefits for any day beginning with 
the day that an employee left work voluntarily without good cause, 
and ending with the 20th later day in which the employee had per- 
formed railroad work for compensation. The subsection would add a 
like disqualification against sickness benefits for failing, without good 
cause, to accept suitable work available and offered to him, or to com- 
ply with instructions from the Railroad Retirement Board to apply 
for suitable work or to report to an employment office. This subsec- 
tion also provides that no day is a day of sickness if, but for such 
sickness, the employee would be unemployed because of a wildcat, or 
illegal, strike, except that this strike disqualification would not apply 
if an employee is not participating in, directly interested in, or helping 
finance the strike and he does not belong to a grade or class of which 
some members are participating, interested in, or helping to finance 
the strike. A further disqualification would prevent payment of 
sickness benefits following 90 days after an employee last had covered 
railroad work, not counting in this 90-day period any day on which 
he was disqualified for participating in an illegal or ‘‘wildcat”’ strike, 
and any day in a registration period for unemployment or sickness 
beginning before such 90th day, or in a series of such periods (not 
separated by more than 10 days), beginning before such day. 

Subsections (b), (c), and (d) of section 307 would provide for 
technical changes made necessary by the amendments contained in 
subsection (a). 

Subsection (e) of section 307 would amend section 2(a) of the 
Railroad Unemployment Insurance Act to provide that in a first 
registration period in a benefit year the waiting period for sickness 
benefits would be extended to 9 days, which would cause the number 
of days of sickness in a first registration period for which benefits 
could be received to be reduced from 7 to 5. The subsection would 
further prevent payment of any sickness benefits for days in a subse- 
quent registration period (otherwise payable after a waiting period of 
4 days) by requiring that the employee have had in that registration 
period or in the next preceding 14 days not less than 7 days of sickness 
or unemployment, or both. 

Subsection (f) of section 307 would amend section 1(k)(2) of the 
Railroad Unemployment Insurance Act to require for a day of sickness 
to be counted as such that the employee be available for work but for 
his sickness. 
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Section 308. Increasing the compensation base for contributions and 
increasing the rate of contributions 

Section 308 of the bill would amend section 8(a) of the Railroad 
Unemployment Insurance Act by increasing to $400 the maximum 
amount of an employee’s compensation paid in any calendar month 
beginning on or after the “effective date,” respecting which an em- 
ployer must pay contributions. 

his section would further amend section 8(a) of the Railroad Un- 
employment Insurance Act to increase the scheduled rates of contri- 
butions required of employers with respect to compensation paid 
after the “effective date.””’ These rates vary according to the amount 
of the balance in the railroad unemployment insurance account as of 
September 30 in the preceding year. At the present time, the highest 
tax rate is 3 percent, which is applicable during the next succeeding 
calendar year when the balance in the account on September 30 of 
any year is less than $250 million. This highest rate would be raised 
by the bill to 3% percent, and this rate would be applicable during 
the next succeeding calendar year when the balance on September 30 
of any year is less than $300 million. The applicable rate would, as 
at present, decrease by steps of one-half of 1 percentage point as the 
balance in the fund increases, until the contribution rate would be- 
come 1% percent when the balance in the account is $450 million or 
more. 

Since the change in the contribution scale would be effective with 
respect to compensation paid for months beginning on or after the 
“effective date,” the determination by the Board as of September 30, 
1958, of the amount to the credit of the railroad unemployment in- 
surance account would affect the contribution rate to be paid by em- 
ployers pursuant to the scale that the bill would establish. Accord- 
ingly and since the Board has determined that such balance was less 
than $300 million, the contribution rate would, under the bill, go to 
3% percent on compensation paid after the ‘‘effective date’’ for serv- 
ices rendered after such date. For the period before the “effective 
date”’ the old scale of rates would apply; that is, the 3-percent rate. 


Section 309. Increase in contribution rate of an employee representative 
and the compensation to which the rate applies 


Section 309 of the bill would amend section 8(b) of the Railroad 
Unemployment Insurance Act to increase the contribution rate 
required of an employee representative from 3 to 3% percent of com- 
pensation, and to increase to $400 the maximum amount of com- 
pensation for calendar months beginning on or after the effective date 
to which the rate applies. 


Section 310. Providing the Railroad Retirement Board authority to 
borrow from the railroad retirement account for purposes of the 
Railroad Unemployment Insurance Act 

Subsection (a) of section 310 of the bill would eliminate an obsolete 
provision of the Railroad Unemployment Insurance Act having no 
effect after January 1, 1941, and include a provision that when the 

Railroad Retirement Board finds that the balarice in the railroad 
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unemployment insurance account will be insufficient to pay the 
benefits or refunds that it estimates are due or will become due under 
the unemployment insurance act, it is to request the Secretary of the 
Treasury to transfer, and the Secretary is to transfer, such funds, as 
the Board finds are needed, from the railroad retirement account in 
the Treasury to the railroad unemployment insurance account. This 
transfer is to be solely on a loan or reimbursable basis with interest at 
the rate of 3 percent per annum and such borrowed funds are to be 
returned to the railroad retirement account whenever, and in such 
amounts, as the Railroad Retirement Board determines they are not 
needed for purposes of the unemployment insurance system. The 
bill would provide further that in determining the balance in the 
railroad unemployment insurance account as of September 30 of any 
year pursuant to section 8(a)(2) of the Railroad Unemployment 
Insurance Act, all funds borrowed from the railroad retirement 
account which have not been returned, plus accrued and untransferred 
interest, are to be disregarded. 

Subsection (b) of section 310 would make the borrowing authority 
provision effective on enactment of the bill. 


Section 311. Providing effective dates for amendments 

Section 311 of the bill would make the provisions of the bill for 
increasing benefit rates and for adding and extending disqualifications 
against receipt of unemployment and sickness benefits to be effective 
with respect to benefits accruing for registration periods which begin 
after the “effective date.” The section also would make the provision 


increasing the amount of compensation in a “base year’ which 

“qualifies” an employee for benefits 1 in the related “benefit year” to 
be effective for “base years” ending on or after December 31 of the 
year before the bill is enacted, but “only with respect to registration 
periods which begin on or after the “effective date.” Further, the 
section would make the provision eliminating maternity benefits (as 
such) effective as of the “effective date,” except that benefits may be 
paid for any maternity period established before the ‘effective date”’ 
and extending beyond that date. In addition the section would 
provide for the change in the contribution schedule of rates for 
employers and the increase in contribution rate for employee repre- 
sentatives to be effective with respect to compensation earned on and 
after the “effective date.”” In view of these provisions, and the 
determination of the Railroad Retirement Board as of September 30, 
1958, that the amount in the railroad unemployment insurance 
account was $300 million the contribution rate for compensation earned 
before the “effective date’? would be 3 percent (provided by the 
present scale) and for compensation earned in months beginning on or 
after the ‘effective date’ would be 3% percent. 


Section 401. Effective date 


Section 401 would provide that except as otherwise provided the Act 
shall take effect on the first day of the first calendar month which 
begins more than 45 days after the date of enactment of the bill. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


THE RAILROAD RETIREMENT ACT OF 1937, AS AMENDED 


* * * * * * * 
ANNUITIES 


Sec. 2. (a) The following-described individuals, if they shall have 
been employees on or after the enactment date, and shall have com- 
pleted ten years of service, shall, subject to the conditions set forth 
in subsections (b), (c), and (d), be eligible for annuities after they shall 
have ceased to render compensated service to any person, whether or 
not an employer as defined in section 1(a) (but with the right to 
engage in other employment to the extent not prohibited by subsection 

)): 

1. Individuals who on or after the enactment date shall be sixty-five 
years of age or over. 

2. Women who will have attained the age of sixty and will have 
completed thirty years of service. 

3. [Individuals who will have attained the age of sixty and will 
have completed thirty years of service, but the annuity of such an 
individual shall be reduced by one one-hundred and eightieth for each 
calendar month that he is under age sixty-five when his annuity 
begins to accrue.] Individuals who will have attained the age of siaty 
and will have completed thirty years of service or, in the case of women, 
who will have attained the age of sixty-two and will have completed less 
than thirty years of service, but the annuity of such individual shall be 
reduced by one one-hundred-and-eightieth for each calendar month that 
he or she is under age sixty-five when the annuity begins to accrue. 

4. Individuals having a current connection with the railroad in- 
dustry, and whose permanent physical or mental condition is such as 
to be disabling for work in their regular occupation, and who (i) will 
have completed twenty years of service or (ii) will have attained the 
age of sixty. The Board, with the cooperation of employers and em- 
ployees, shall secure the establishment of standards determining the 
physical and mental conditions which permanently disqualify em- 
ployees for work in the several occupations in the railroad industry, 
and the Board, employers, and employees shall cooperate in the promo- 
tion of the greatest practicable degree of uniformity in the standards 
applied by the several employers. An individual’s condition shall be 
deemed to be disabling for work in his regular occupation if he will 
have been disqualified by his employer because of disability for serv- 
ice in his regular occupation in accordance with the applicable stand- 
ards so established; if the employee will not have been so disqualified 
by his employer, the Board shall determine whether his condition is 
disabling for work in his regular occupation in accordance with the 
standards generally established; and, if the employee’s regular occu- 
pation is not one with respect to which standards will have been 
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established, the standards relating to a reasonably comparable occupa- 
tion shall be used. If there is no such comparable occupation, the 
Board shall determine whether the employee’s condition is disabling 
for work in his regular occupation by determining whether under the 
practices generally prevailing in industries in which such occupation 
exists such condition is a permanent disqualification for work in such 
occupation. For the purposes of this section, an employee’s ‘‘regular 
occupation’’ shall be deemed to be the occupation in which he will have 
been engaged in more calendar months than the calendar months in 
which he will have been engaged in any other occupation during the 
last preceding five calendar years, wiealile or not consecutive, in each 
of which years he will have earned wages or salary, except that, if an 
employee establishes that during the last fifteen consecutive calendar 
years he will have been engaged in another occupation in one-half or 
more of all the months in which he will have earned wages or salary, 
he may claim such other occupation as his regular occupation; or 

5. Individuals whose permanent physical or mental condition is 
such that they are unable to engage in any regular employment. 

Such satisfactory proof shall be made from time to time as pre- 
scribed by the Board, of the disability provided for in paragraph 4 
or 5 and of the continuance of such disability (according to the stand- 
ards applied in the establishment of such disability) until the em- 
ployee attains the age of sixty-five. If the individual fails to comply 
with the requirements prescribed by the Board as to proof of the con- 
tinuance of the disability until he attains the age of sixty-five years, 
his right to an annuity by reason of such disability shall, except for 
good cause shown to the Board, cease, but without prejudice to his 


rights to any subsequent annuity to which he may be entitled. If be- 

fore attaining the age of sixty-five an employee in receipt of an an- 

ty under paragraphs 4 or 5 is found by the Board to be no longer 
] 


disabled as provided in said paragraphs his annuity shall cease upon 
the last day of the month in which he ceases to be so disabled. If after 
cessation of his disability annuity the employee will have acquired 
additional years of service, such additional years of service may be 
credited to him with the same effect as if no annuity had previously 
been awarded to him. 

(b) An annuity shall be paid only if the applicant shall have re- 
linquished such rights as he may have to return to the service of an 
employer and of the person by whom he was last employed; but this 
requirement shall not apply to the individuals mentioned in subdivi- 
sion 4 and subdivision 5 of subsection (a) prior to attaining age 
sixty-five. 

(c) An annuity shall begin to accrue as of a date to be specified in 
a written application (to be made in such manner and form as may 
be prescribed by the Board and to be signed by the individual entitled 
thereto), but— 

(1) not before the date following the last day of compensated 
service of the applicant, and 

(2) not more than twelve months before the filing of the 
application. 

(d)8No annuity{shallfbe paid withfrespect to any month in which 
an individual in receipt?of an annuity hereunder shall render compen- 
sated service to an employer or to the last person by whom he was 
employed prior to the date on which the annuity began to accrue. 
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Individuals receiving annuities shall report to the Board immediately 
all such compensated service. No annuity under paragraph 4 or 5 
of subsection (a) of this section shall be paid to an individual with 
respect to any month in which the individual is under age sixty-five 
and is paid more than $100 in earnings from employment or self- 
employment of any form: Provided, That for purposes of this para- 
graph, if a payment in any one calendar month is for accruals in more 
than one calendar month, such payment shall be deemed to have been 
paid in each of the months in which accrued to the extent accrued in 
such month. Any such individual under the age of sixty-five shall 
report to the Board any such payment of earnings for such employ- 
ment or self-employment before receipt and acceptance of an annuity 
for the second month following the month of such payment. A de- 
duction shall be imposed, with respect to any such individual who 
fails to make such report, in the annuity or annuities otherwise due 
the individual, in an amount equal to the amount of the annuity for 
each month in which he is paid such earnings in such employment or 
self-employment, except that the first deduction imposed pursuant to 
this sentence shall in no case exceed an amount equal to the amount 
of the annuity otherwise due for the first month with respect to which 
the deduction is imposed. Jf pursuant to the third sentence of this sub- 
section an annuity was not paid to an individual with respect to one or 
more months in any calendar year, and it is subsequently established 
that the total amount of such individual’s earnings during such year as 
determined in accordance unth that sentence (but exclusive of earnings for 
services described in the first sentence of this subsection) did not exceed 
$1,200, the annuity with respect to such month or months, and any deduc- 
tion imposed by reason of the failure to report earnings for such month or 
months under the fifth sentence of this subsection, shall then be payable. 
If the total amount of such individual’s earnings during such year (ez- 
clusive of earnings for services described in the first sentence of this sub- 
section) is in excess of $1,200, the number y months in such year with 
respect to which an annuity is not payable by reason of such third and 
Sifth sentences shall not exceed one month for each $100 of such excess, 
treating the last $50 or more of such excess as $100; and if the amount 
of the annuity has changed during such year, any payments of annuity 
which become payable solely by reason of the limitation contained in this 
sentence shall be made first with respect to the month or months for which 
the annuity is larger. 
(e) Spousr’s ANNuity.—The spouse of an individual, if— 

(i) such individual has been awarded an annuity under sub- 
section (a) or a pension under section 6 and has attained the age 
of 65, and 

(ii) such spouse has attained phe age of 65 or in the case of a 
wife, has in her care (individually or jointly with her husband) a 
child who, if her husband were then to die, would be entitled to 
a child’s annuity under subsection (c) of section 5 of this Act, 

shall be entitled to a spouse’s annuity equal to one-half ot such indi- 
vidual’s annuity or pension, but not more, with respect to any, month, 
[than an amount] than 110 per centum of an amount equal to the 
maximum amount which could be paid to anyone, with respect to 
such month, as a wife’s insurance benefit under section 202(b) of the 
Social Security Act as amended from time to time: Provided, however, 
That if the annuity of the individual is awarded under paragraph 3 
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ot subsection (a), the spouse’s annuity shall be computed or recom- 
puted as though such individual had been awarded the annuity to 
which he would have been entitled under paragraph 1 of said sub- 
section: Provided further, That, if the annuity of the individual is 
awarded pursuant to a joint and survivor election, the spouse’s an- 
nuity shall be computed or recomputed as though such individual 
had not made a joint and survivor election: And provided further, 
That any spouse’s annuity shall be reduced by the amount of any 
annuity and the amount of any monthly insurance benefit, other than 
a wife’s or husband’s insurance benefit, to which such spouse is en- 
titled, or on proper application would be entitled, under subsection (a) 
of this section or subsection (d) of section 5 of this Act or section 202 
of the Social Security Act; except that if such spouse is disentitled to 
a wife’s or husband’s insurance benefit, or has had such benefit re- 
duced, by reason of subsection (k) of section 202 of the Social Security 
Act, the reduction pursuant to this third proviso shall be only in the 
amount by which such spouse’s monthly insurance benefit under 
said Act exceeds the wife’s or husband’s insurance benefit to which 
such spouse would have been entitled under that Act but for said 
subsection (k). 

(f) For the purposes of this Act, the term ‘‘spouse” shall mean 
the wife or husband of a retirement annuitant or pensioner who (i) 
was married to such annuitant or pensioner for a period of not less 
than three years immediately preceding the day on which the appli- 
cation for a spouse’s annuity is filed, or is the parent of such an- 
nuitant’s or pensioner’s son or daughter, if, as of the day on which 
the application for a spouse’s annuity is filed, such wife or husband 
and such annuitant or pensioner were members of the same household, 
or such wife or husband was receiving regular contributions from 
such annuitant or pensioner toward her or his support, or such an- 
nuitant or pensioner has been ordered by any court to contribute to 
the support of such wife or husband; and (ii) in the case of a husband, 
was receiving at least one-half of his support from his wife at the time 
his wife’s retirement annuity or pension began. 

(zg) The spouse’s annuity provided in subsection (e) shall, with 
respect to any month, be subject to the same provisions of subsection 
(d) as the individual’s annuity, and, in addition, the spouse’s annuity 
shall not be payable for any month if the individual’s annuity is 
not payable for such month (or, in the case of a pensioner, would not 
be payable if the pension were an annuity) by reason of the provisions 
of said subsection (d). Such spouse’s annuity shall cease at the end 
of the month preceding the month in which (i) the spouse or the 
individual dies, (ii) the spouse and the individual are absolutely 
divorced, or (iii), in the case of a wife under age 65 (other than a wife 
who is receiving such annuity by reason of an election under subsection 
(h)), she no longer has in her care a child who, if her husband were 
then to die, would be entitled to an annuity under subsection (c) of 
section 5 of this Act. 

(h) A spouse who would be entitled to an annuity under subsection (e) 
uf she or he had attained the age of 65 may elect upon or after attaining 
the age of 62 to receive such annuity, but the annuity in any such case 
shall be reduced by one one-hundred-and-eightieth for each calendar 
month that the spouse is under age 65 when the annuity begins to accrue. 
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COMPUTATION OF ANNUITIES 








Sec. 3. (a) The annuity shall be computed by multiplying an 

individual’s “years of service’ by the telling percentages of his 
“monthly compensation”: [3.04] 3.35 per centum of the first $50; 
[2.28] 2.51 per centum of the next $100; and [1.52] 1.67 per centum 
of the next [$200] $250. 

; (>) The “years of service” of an individual shall be determined as 
ollows: 

(1) In the case of an individual who was an employee on the 
enactment date, the years of service shall include all his service sub- 
sequent to December 31, 1936, and if the total number of such years 
is less than thirty, then the years of service shall also include his serv- 
ice prior to January 1, 1937, but not so as to make his total years of 
service exceed thirty: Promded, however, That with respect to any 
such individual who rendered service to any employer after January 1, 
1937, and who on the enactment date was not an employee of an em- 
ployer conducting the principal part of its business in the United 
States no greater proportion of his service rendered prior to January 
1, 1937, shall be included in his ‘‘years of service” than the proportion 
which his total compensation (without regard to any limitation on the 
amount of compensation otherwise provided in this Act) for service 
after January 1, 1937, rendered anywhere to an employer conducting 
the principal part of its business in the United States or rendered in 
the United States to any other employer bears to his total compensa- 
tion (without regard to any limitation on the amount of compensation 
otherwise provided in this Act) for service rendered anywhere to an 
employer after January 1, 1937. 

(2) In-all other cases, the years of service shall include only the 
service subsequent to December 31, 1936. 

(3) Where the years of service include only part of the service 
prior to January 1, 1937, the part included shall be taken in reverse 
order beginning with the last calendar month of such service. 


MONTHLY COMPENSATION 


(c) The ‘monthly compensation” shall be the average compensa- 
tion paid to an employee with respect to calendar months included in 
his “years of service”, except (1) that with respect to service prior to 
January 1, 1937, the monthly compensation shall be the average 
compensation paid to an employee with respect to calendar month 
included in his years of service in the years 1924-1931, and (2) the 
amount of compensation paid or attributable as paid to him with 
respect to each month of service before September 1941 as a station 
employee whose duties consisted of or included the carrying of pas- 
sengers’ hand baggage and otherwise assisting passengers at passenger 
stations and whose remuneration for service to the employer was, in 
whole or in substantial part, in the forms of tips, shall be the monthly 
average of the compensation paid to him as a station employee in 
his months of service in the period September 1940—August 1941: 
Provided, however, That where service in the period 1924-1931 in the 
one case, or in the period September 1940—August 1941 in the other 
case, is, in the judgment of the Board, insufficient to constitute a fair 
and equitable basis for determining the amount of compensation paid 
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or attributable as paid to him in each month of service before 1937, 
or September 1941, respectively, the Board shall determine the amount 
of such compensation for each such month in such manner as in its 
judgment shall be fair and equitable. In computing the monthly 
compensation, no part of any month’s compensation in excess of $300 
for any month before July 1, 1954, or in excess of $350 for any month 
after June 30, 1954, and before the effective date of the Railroad Employees 
Benefits Act of 1959, or in excess of $400 for any month which begins on 
or after such effective date, shall be recognized. If the employee earned 
compensation in service after June 30, 1937, and after the last day of 
the calendar year in which he attained age sixty-five, such compensa- 
tion and service shall be disregarded in computing the monthly com- 
pensation if the result of taking such compensation into account in 
such computation would be to diminish his annuity. If the “monthly 
compensation” computed under this subsection is not a multiple of 
$1, it shall be rounded to the next lower multiple of $1. 

(d). The annuity of an individual who shall have been an employee 
representative shall be determined in the same manner and with the 
same effect as if the employee organization by which he shall have 
been employed were an employer. ~ 

(e) In the case of an individual having a current connection with 
the railroad industry, the minimum annuity payable shall, before any 
reduction pursuant to section 2(a)3, be whichever of the following is 
the least: (1) [$4.55] $5.00 multiplied by the number of his years of 
service; or (2) [$75.90] $83.50; or (3) [his monthly compensation] 
110 per centum of his monthly compensation: Provided, however, That 
if for any entire month in which an annuity accrues and is payable 
under this Act the annuity to which an employee is entitled under 
this Act (or would have been entitled except for a reduction pursuant 
to section 2(a)3 or a joint and survivor election), together with his 
or her spouse’s annuity, if any, or the total of survivor annuities under 
this Act deriving from the same employee, [is less than the amount, 
or the additional amount] is less than 110 per centum of the amount, or 
110 per centum of the additional amount, which would have been pay- 
able to all persons for such month under the Social Security Act 
(deeming completely and partially insured individuals to be fully and 
currently insured, respectively, individuals entitled to insurance an- 
nuities under subsections (a) and (d) of section 5 to have attained age 
sixty-five, women entitled to spouse’s annuities pursuant to elections 
made under subsection (h) of section 2 to be entitled to wife’s insurance 
benefits determined under section 202(q) of the Social Security Act, and 
individuals entitled to insurance annuities under subsection (c) of 
section 5 on the basis of disability to be less than eighteen years of 
age, and disregarding any possible deductions under subsections (f) 
and (g)(2) of section 203 of the Social Security Act) if such employee’s 
service as an employee after December 31, 1936, were included in the 
term “employment” as defined in that Act and quarters of coverage 
were determined in accordance with section 5(1)(4) of this Act, such 
annuity or annuities, shall be increased proportionately to a total of 
[such amount or such additional amount] 110 per centum of such 
amount or 110 per centum of such additional amount. 

For the purposes of this subsection, the Board shall have the same 
authority to determine a “period of disability’”’ within the meaning of 
section 216(i) of the Social Security Act, with respect to any em- 
37901—59 4 
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ployee who will have filed application therefor and (i) have completed 
ten years of service or (ii) have been awarded an annuity, as the Sec- 
retary of Health, Education, and Welfare would have to determine 
such a period under such section 216(i) if the employee met the 
requirements of clauses (A) and (B) of paragraph (3) of such sec- 
tion, considering for purposes of such determination that all his serv- 
ice as an employee after 1936 constitutes “employment” within the 
meaning of title II of the Social Security Act and determining his 
quarters of coverage for such purposes by presuming his compensa- 
tion in a calendar year to have been paid in equal proportions with 
respect to all months in which he will have been in service as an 
employee in such calendar year: Provided, That an application for an 
annuity filed with the Board on the basis of disability shall be deemed 
to be an application to determine such a period of disability, and such 
an application filed with the Board on or before the date of the enact- 
ment of this paragraph shall, for purposes of this subsection and sec- 
tion 216(i)(4) of the Social Security Act, be deemed filed after De- 
cember 1954 and before July 1958: Provided further, That, not- 
withstanding any other provision of law, the Board shall have the 
authority to make such determination on the basis of the records in its 
possession or evidence otherwise obtained by it, and a determination 
by the Board with respect to any employee concerning such a ‘‘period 
of disability” shall be deemed a final decision of the Board determin- 
ing the rights of persons under this Act for purposes of section 11 of 
this Act. An application filed with the Board pursuant to this para- 
graph shall be deemed filed as of the same date also with the Secretary 
of Health, Education, and Welfare for the purpose of determining a 
“period of disability’? under section 216(i) of the Social Security Act. 

(f)(1) Annuities under section 2(a) which will have become due 
an individual but will not have been paid at the time of such indi- 
vidual’s death shall be payable to the person, if any, who is determined 
by the Board to be such individual’s widow or widower and to have 
been living with such individual at the time of such individual’s death 
and who will not have died before receiving payment of such annui- 
ties. If there be no such widow or widower, such annuities shall be 
payable to any person or persons, equitably entitled thereto, to the ex- 
tent and in the proportions that he or they shall have paid the ex- 
penses of burial of such individual, and to the extent that he or they 
will not have been reimbursed under section 5(f)(1) for having paid 
such expenses. If there be no person or persons so entitled, or if the 
total of such annuities exceeds the amount payable under this para- 
graph to such person or persons, such total, or the remainder thereof, 
as the case may be, shall be paid to the children, grandchildren, par- 
ents, or brothers and sisters of the deceased individual in the same 
manner as if such unpaid annuities were a lump sum payable under 
section 5(f) (2). 

(2) Insurance annuities under section 5 which will have become 
due a survivor of an employee but will not have been paid at the time 
of such survivor’s death shall be payable to the person, if any, who 
is determined by the Board to be such employee’s widow or widower 
and to have been living with such employee at the time of the 
employee’s death and who will not have died before receiving pay- 
ment of such annuities. If there be no such widow or widower, such 
annuities shall be payable to the children, grandchildren, parents, or 
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brothers and sisters of the deceased employee in the same manner as if 
such unpaid annuities were a lump sum payable under section 5(f) (2). 

(3) Annuities under section 2(e) which will have become due a 
spouse of an individual but which will not have been paid at the 
time of such spouse’s death shall be payable to the individual from 
whose employment such spouse’s annuity derived and who will not 
have died before receiving payment of such annuities. If there be 
no such individual, such annuities shall be paid as provided in the last 
two sentences of paragraph (1) of this subsection as if such annuities 
were annuities due under section 2(a) to an individual but unpaid 
at the time of such individual’s death. 

(4) Applications for accrued and unpaid annuities provided for 
in paragraphs (1), (2), and (3) of this subsection shall be filed prior 
to the expiration of two years after the death of the person to whom 
such annuities were orginally due. 

(5) For the purposes of this subsection and paragraphs (1) and 
(2) of section 5(f) of this Act, a widow or widower of an individual 
shall be deemed to have been living with the individual at the time of 
the individual’s death if the applicable conditions set forth in section 
216(h)(2) or (3) of the Social Security Act are fulfilled. 

(6) If there is no person to whom all or any part of the annuity 
payments described in paragraph (1), (2), or (3) can be made, such 
payments or part thereof shall escheat to the credit of the Railroad 
Retirement Account. 

(g) No annuity shall accrue with respect to the calendar month 
in which an annuitant dies. 

(h) If an annuity is less than $5, it may, in the discretion of the 


Board, be paid quarterly or in a lump sum equal to its commuted value 
as determined by the Board. 

(i) If the amount of any annuity computed under this section, or 
under section 2 or section 5, is not a multiple of $0.10, it shall be raised 
to the next higher multiple of $0.10. 


* * * * * * 


ANNUITIES AND LUMP SUMS FOR SURVIVORS 


Src. 5. (a) Widow’s and Widower’s Insurance Annuity.—A widow 
or widower of a completely insured employee, who will have attained 
the age of sixty, shall be entitled during the remainder of her or 
his life or, if she or he remarries, then until remarriage, to an annuity 
for each month equal to such employee’s basic amount: Provided, 
however, That if in the month preceding the employee’s death the 
spouse of such employee was entitled to a spouse’s annuity under 
subsection (e) of section 2 in an amount greater than the widow’s 
or widower’s insurance annuity, the widow’s or widower’s insurance 
annuity shall be increased to such greater amount. 

(b) Widow’s Current Insurance Annuity.—A widow of a com- 
pletely or partially insured employee, who is not entitled to an annuity 
under subsection (a) and who at the time of filing an application for 
an annuity under this subsection will have in her care a child of such 
employee entitled to receive an annuity under subsection (c) shall be 
entitled to an annuity for each month equal to the employee’s basic 
amount, Such annuity shall cease upon her death, upon her remar- 
riage, when she becomes entitled to an annuity under subsection (a), 
or when no child of the deceased employee is entitled to receive an 
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annuity under subsection (c), whichever occurs first: Provided, how- 

ever, That if in the month preceding the employee’s death the spouse 

of such employee was entitled to a spouse’s annuity under subsection 
(e) of section 2 in-an amount greater than the widow’s current insur- 
ance annuity, the widow’s current insurance annuity shall be increased 
to such greater amount. 

(c) Child’s Insurance Annuity.—Every child of an employee who 
will have died completely or partially insured shal] be entitled, for 
so long as such child lives and meets the qualifications set forth in 
paragraph (1) of subsection (1), to an annuity for each month equal 
to two-thirds of the employee’s basic amount. 

(d) Parent’s Insurance Annuity.—Each parent, sixty years of 
age or over, of a completely insured employee, who will have died 
leaving no widow, no widower, and no child, shall be entitled, for life, 
or, if such parent remarries after the employee’s death, then until 
such remarriage, to an annuity for each month equal to two-thirds 
of the employee’s basic amount. 

(e) When there is more than one employee with respect to whose 
death a parent or child is entitled to an annuity for a month, such 
annuity shall be two-thirds of whichever employee’s basic amount 
is greatest. 

(f) Lump-sum Payment.—(1) Upon the death, after the month 
in which this Act is enacted, of a completely or partially insured em- 
ployee who will have died leaving no widow, widower, child, or par- 
ent who would on proper application therefor be entitled to receive 
an annuity under this section for the month in which such death 
occurred, a lump sum of ten times the employee’s basic amount shall 
be paid to the person, if any, who is determined by the Board to be 
the widow or widower of the deceased employee and to have been 
living with such employee at the time of such employee’s death and 
who will not have died before receiving payment of such lump sum. 
If there be no such widow or widower, such lump sum shall be paid 
to any person or persons, equitably entitled thereto, to the extent 
and in the proportions that he or they shall have paid the expenses 
of burial of such deceased employee. If a lump sum would be pay- 
able to a widow or widower under this paragraph except for the fact 
that a survivor will have been entitled to receive an annuity for the 
month in which the employee will have died, but within one year 
after the employee’s death there will not have accrued to survivors 
of the employee, by reason of his death annuities which, after all de- 
ductions pursuant to paragraph (1) of subsection (i) will have been 
made, are equal to such lump sum, a payment equal to the amount by 
which such lump sum exceeds such annuities so accrued after such 
deductions shall then nevertheless be made under this paragraph to 
the person (or, if more than one, in equal shares to the persons) first 
named in the following order of preference: the widow, widower, 
child, or parent of the employee then entitled to a survivor annuity 
under this section. No payment shall be made to any person under 
this paragraph, unless application therefor shall have been filed, by 
or on behalf of any such person (whether or not legally competent), 
prior to the expiration of two years after the date of death of the de- 
ceased employee, except that if the deceased employee is a person to 
whom section 2 of the Act of March 7, 1942 (56 Stat. 143, 144), is 
applicable such two years shall run from the date on which the de- 
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ceased employee, pursuant to said Act, is determined to be dead, and 
for all other here of this section such employee, so long as it does 
not appear that he is in fact alive, shall be deemed to have died on 
the date determined pursuant to said Act to be the date or presump- 
tive date of death. 

(2) Whenever it shall appear, with respect to the death of an 
employee on or after January 1, 1947, that no benefits, or no further 
benefits, other than benefits payable to a widow, widower, or parent 
upon attaining age sixty at a future date, will be payable under this 
section or, pursuant to subsection (k) of this section, upon attaining 
retirement age (as defined in section (216(a) of the Social Security 
Act) at a future date, will be payable under title II of the Social 
Securitv Act, as amended, there shall be paid to such person or persons 
as the deceased employee may have designated by a writing filed 
with the Board prior to his or her death, or, if there be no designation, 
to the following person (or, if more than one, in equal shares to the 
persons) whose relationship to the deceased employee will have been 
determined by the Board and who will not have died before receiving 
payment of the lump sum proyided for in this paragraph: 

(i) the widow or widower of the deceased employee who was 
living with such employee at the time of such employee’s death; or 
(ii) if there be no such widow or widower, to any child or 
children of such employee; or 
(iii) if there be no such widow, widower, or child, to any grand- 
child or grandchildren of such employee; or 
(iv) if there be no such widow, widower, child, or grandchild, 
to any parent or parents of such employee; or 
(v) if there be no such widow, widower, child, grandchild, or 
parent, to any brother or sister of such employee; or 
(vi) if there be no such widow, widower, child, grandchild, 
parent, brother, or sister, to the estate of such employee, 
a lump sum in an amount equal to the sum of 4 per centum of his or 
her compensation paid after December 31, 1936, and prior to January 
1, 1947, [and 7 per centum of his or her compensation after Decem- 
ber 31, 1946 (exclusive in both cases of compensation in excess of 
$300 for any month before July 1, 1954, and in the latter case in 
excess of $350 for any month after June 30, 1954),] plus 7 per centum 
of his or her compensation paid after December 31, 1946, and before 
the effective date of the Railroad Employees Benefits Act of 1959, plus 
7% per centum of his or her compensation paid on or after such effective 
date and before January 1, 1962, plus 8 per centum of his or her com- 
pensation paid after December 31, 1961 (exclusive of compensation in 
excess of $300 for any month before July 1, 1954, and in excess of $350 
for any month after June 30, 1954, and before such effective date, and 
in excess of $400 for any month which begins on or after such effective 
date), minus the sum of all benefits paid to him or her, and to others 
deriving from him or her, during his or her life, or to others by reason 
of his or her death, under this Act, and pursuant to subsection (k) 
of this section, under title II of the Social Security Act, as amended: 
Provided, however, That if the employee is survived by a widow, 
widower, or parent who may upon attaining age sixty be entitled to 
further benefits under this section, or pursuant to subsection (k) of 
this section, upon attaining retirement age (as defined in section 216(a) 
of the Social Security Act) be entitled to further benefits under title II 
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of the Social Security Act, as amended, such lump sum shall not be 
paid unless such widow, widow er, or parent makes and files with the 
Board an irrevocable election, in such form as the Board may pre- 
scribe, to have such lump sum paid in lieu of all benefits to which 
such widow, widower, or parent might otherwise become entitled under 
this section or, pursuant to subsection (k) of this section, under title IT 
of the Social Security Act, as amended. Such election shall be legally 
effective according to its terms. Nothing in this section shall operate 
to deprive a widow, widower, or parent making such election of any 
insurance benefits under title IT of the Social Security Act, as amended, 
to which such widow, widower, or parent would have been entitled 
had this section not been enacted. The term “benefits” as used in 
this paragraph includes all annuities payable under this Act, lump 
sums payable under paragraph (1) of this subsection, and insurance 
benefits and lump-sum payments under title II of the Social Security 
Act, as amended, pursuant to subsection (k) of this section, except 
that the deductions of the benefits which, pursuant to subsection 
(k)(1) of this section, are paid under title II of the Social Security 
Act, during the life of the employee to him or to her and to others 
deriving from him or her, shall be limited to such portions of such 
benefits as are payable solely by reason of the inclusion of service as 
an employee in “employment” pursuant to said subsection (k)(1). 

(g) Correlation of Payments.—(1) An individual, entitled on 
applying therefor to receive for a month before January 1, 1947, an 
insurance benefit under the Social Security Act on the basis of an 
employee’s wages, which benefit is greater in amount than would be 
an annuity for such individual under this section with respect to the 
death of such employee, shall not be entitled to such annuity. An 
individual, entitled on applying therefor to any annuity or lump 
sum under this section with respect to the death of an employee, 
shall not be entitled to a lump-sum death payment or, for a month 
beginning on or after January 1, 1947, to any insurance benefits 
under the Social Security Act on the basis of the wages of the same 
employee. 

(2) If an individual is entitled to more than one annuity for a 
month under this section, such individual shall be entitled only to 
that one of such annuities for a month which is equal to or exceeds 
any other such annuity. 

(3) In the case of any individual receiving or entitled to receive 
an annuity under this section on the day prior to the date of enact- 
ment of the provisions of this paragraph, the application of paragraph 
(2) of this subsection to such individual shall not operate to reduce 
the sum of (A) the annuity under this section of such individual, 
(B) the retirement annuity, if any, of such individual, and (C) the 
benefits under the Social Security Act which such individual receives 
or is entitled to receive, to an amount less than such sum was before 
the enactment of the provisions of this paragraph. 

(h) Maximum anpD Minimum ANNUITY Mi crehtk —Whenever ac- 
cording to the provisions of this section as to annuities, payable for a 
month with respect to the death of an employee, the total of annuities 
is more than [$33] $36.30 and exceeds either (a) [$176] $193.60, 
or (b) an amount equal to two and two-thirds times such employee’s 
basic amount, whichever of such amounts is the lesser, such total of 
annuities shall, after any deductions under subsection (i), be reduced 
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to such lesser amount or to [$33] $36.30, whichever is greater. 
Whenever such total of annuities is less than [$15.40] $16. 9%, such 
total shall, prior to any deductions under subsection (i), be i increased 
to [$15.40] $16.95. 

(i) Depuctions From ANNuitIEes.—(1) Deductoins shall be made 
from any payments under this section to which an individual is en- 
titled, until theftotal of such deductions equals such individual’s 
annuity or annuities under this section for any month in which such 
individual— 

(i) will have rendered compensated service within or without 
the United States to an employer; 

(ii) will have been under the age of seventy-two and for which 
month he is charged with any earnings under section 203(e) of 
the Social Security Act [or in which month he engaged on seven 
or more different calendar days in noncovered remunerative 
activity outside the United States (as defined in section 203(k) 
of the Social Security Act)] or, having engaged in any activity 
outside the United States, would be charged under such section 203 (e) 
with any earnings de rived from such actwity if it had been an activity 
within the United States; and for purposes of this subdivision the 
Board shall have the authority to make such determinations and 
such suspensions of payment of benefits in the manner and to the 
extent that the Secretary of Health, Education, and Welfare 
would be authorized to do so under section 203(g) (3) of the Social 
Security Act if the individuals to whom this subdivision applies 
were entitled to benefits under section 202 of such Act; or 

(iii) if a widow otherwise entitled to an annuity under sub- 
section (b) will not have had in her eare a child of the deceased 
employee entitled to receive an annuity under subsection (c); 

(2) The total of deductions for all events described in paragraph 
(1) occurring in the same month shall be limited to the amount of 
such individual’s annuity or annuities for that month. Such indi- 
vidual (or anyone in receipt of an annuity in his behalf) shall report 
to the Board the occurrence of any event described in paragraph (1). 

(3) Deductions shall also be made from any payments under this 
sone with respect to the death of an employee until such deductions 
total—- 

(i) any death benefit, paid with respect to the death of such 
employee, under sections 5 of the Retirement Acts (other than a 
survivor annuity pursuant to an election); and 

(ii) any lump sum paid, with respect to the death of such 
employee, under title II of the Social Security Act. 

(4) The deductions provided in this subsection shall be made in 
such amounts and at such time or times as the Board shall determine. 
Decreases or increases in the total of annuities payable for a month 
with respect to the death of an employee shall be equally apportioned 
among all annuities in such total. An annuity under this section 
which is not in excess of $5 may, in the discretion of the Board, be 
paid in a lump sum equal to its commuted value as the Board shall 
determine. 

(j) When Annuities Begin and End.—No individual shall be en- 
titled to receive an annuity under this section for any month before 
January 1, 1947. An application for any payment under this section 
shall be made and filed in such manner and form as the Board pre- 
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scribes. An annuity under this section for an individual otherwise 
entitled thereto shall begin with the month in which eligibility there- 
for was otherwise acquired, but not earlier than the first day of the 
twelfth month before the month in which the application was filed. 
No application for an annuity under this section filed prior to three 
months before the first month for which the applicant becomes other- 
wise entitled to receive such annuity shall be accepted. No annuity 
shall be payable for the month in which the recipient thereof ceases 
to be qualified therefor. 

(k) Provisions for Crediting Railroad Industry Service Under the 
Social Security Act in Certain Cases.—(1) For the purpose of deter- 
mining (i) insurance benefits under title II of the Social Security Act 
to an employee who will have completed less than ten years of service 
and to others deriving from him or her during his or her life and with 
respect to his or her death, and lump-sum death payments with re- 
spect to the death of such employee, and (ii) insurance benefits with 
respect to the death of an employee who will have completed ten 
years of service which would begin to accrue on or after January 1, 
1947, and with respect to lump-sum death payments under such title 
payable in relation to a death of such an employee occurring on or 
after such date, and for the purposes of sections 203 and 216(i)(3) of 
that Act, section 15 of the Railroad Retirement Act of 1935, section 
210(a)10 of the Social Security Act, and section 17 of this Act shall 
not operate to exclude from “employment”, under title II of the 
Social Security Act, service which would otherwise be included in 
such “employment” but for such sections. For such purpose, com- 
pensation paid in a calendar year shall, in the absence of evidence to 
the contrary, be presumed to have been paid in equal proportions 
with respect to all months in the year in which the employee will 
have been in services as an employee. In the application of the Social 
Security Act pursuant to this paragraph to service as an employee, 
all services as defined in section 1(c) of this Act shall be deemed to 
have been performed within the United States. 

(2)(A) The Board and the Secretary of Health, Education, and 
Welfare shall determine, no later than January 1, 1954, the amount 
which would place the Federal Old-Age and Survivors Insurance 
Trust Fund in the same position in which it would have been at the 
close of the fiscal year ending June 30, 1952, if service as an employee 
after December 31, 1936, hai been included in the term “‘employment’’ 
as defined in the Social Security Act and in the Federal Insurance 
Contributions Act. 

(B) On January 1, 1954, for the fiscal year ending June 30, 1953, 
and at the close of each fiscal year beginning with the fiscal year end- 
ing June 30, 1954, the Board and the Secretary of Health, Educa- 
tion, and Welfare shall determine, and the Board shall certify to the 
Secretary of the Treasury for transfer from the Railroad Retirement 
Account (hereafter termed ‘‘Retirement Account’’) to the Federal Old- 
Age and Survivors Insurance Trust Fund, interest for such fiscal year 
at the rate specified in subparagraph (D) on the amount determined 
under subparagraph (A) less the sum of all offsets made under sub- 
paragraph (C)(i). 

(C)(i) At the close of the fiscal year ending June 30, 1953, and 
each fiscal year thereafter, the Board and the Secretary of Health, 
Education, and Welfare shall determine the amount, if any, which if 
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added to or subtracted from the Federal Old-Age and Survivors 
Insurance Trust Fund would place such Fund in the same position in 
which it would have been if service as an employee after December 
31, 1936, had been included in the term “‘employment’’ as defined in 
the Social Security Act and in the Federal Insurance Contributions 
Act. For the purposes of this subparagraph, the amount determined 
under subparagraph (A), less such offsets as have theretofore been 
made under this subdivision of this subparagraph, and the amount 
determined under subparagraph (B) for the fiscal year under con- 
sideration shall be deemed to be part of the Federal Old-Age and 
Survivors Insurance Trust Fund. Such determination shall be made 
no later than June 15, following the close of the fiscal year. If such 
amount is to be added to the Federal Old-Age and Survivors Insur- 
ance Trust Fund, the Board shall, within ten days after the determina- 
tion, certify such amount to the Secretary of the Treasury for transfer 
from the Retirement Account to the Federal Old-Age and Survivors 
Insurance Trust Fund; if such amount is to be subtracted from the 
Federal Old-Age and Survivors Insurance Trust Fund, the Secretary 
of Health, Education, and Welfare shall, within ten days after the 
determination, certify such amount to the Secretary of the Treasury 
for transfer from the Federal Old-Age and Survivors Insurance Trust 
Fund to the Retirement Account. The amount so certified shall fur- 
ther include interest (at the rate determined in subparagraph (D) 
for the fiscal year under consideration) payable from the close of such 
fiscal year until the date of certification. In the event the Secretary 
of Health, Education, and Welfare is required under the provisions 
of this subdivision of this subparagraph to certify to the Secretary of 
the ‘Treasury an amount to be transferred to the Retirement Account 
from the Federal Old-Age and Survivors Insurance Trust Fund, 
the Secretary of Health, Education, and Welfare, in lieu of such 
certification, may offset the amount determined under the first sen- 
tence of this subdivision of this subparagraph against the amount 
determined under subparagraph (A) as diminished by any prior offsets 
and the offsets shall be made to be effective as of the first day of the 
fiscal year following the fiscal year under consideration. 

(ii) At the close of the fiscal year ending June 30, 1958, and each 
fiscal year thereafter, the Board and the Secretary of Health, Educa- 
tion, and Welfare shall determine the amount, if any, which, if added 
to or subtracted from the Federal Disability Insurance Trust Fund 
would place such Fund in the same position in which it would have 
been if service as an employee after December 31, 1936, had been 
included in the term “employment” as defined in the Social Security 
Act and in the Federal Insurance Contributions Act. Such determi- 
nation shall be made no later than June 15, following the close of the 
fiscal year. If such amount is to be added to the Federal Disability 
Insurance Trust Fund the Board shall, within ten days after the 
determination, certify such amount to the Secretary of the Treasury 
for transfer from the Retirement Account to the Federal Disability 
Insurance Trust Fund; if such amount is to be subtracted from the 
Federal Disability Insurance Trust Fund the Secretary of Health, 
Education, and Welfare shall, within ten days after the determina- 
tion, certify such amount to the Secretary of the Treasury for trans- 
fer from the Federal Disability Insurance Trust Fund to the Retire- 
ment’ Account. The amount so certified shall further include interest 
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(at the rate determined in subparagraph (D) for the fiscal year under 
consideration) payable from the close of such fiscal year until the date 
of certification. 

(D) For the purposes of subparagraphs (B) and (C) for any fiscal 
year, the rate of interest to be used shall be equal to the average rate 
of interest, computed as of May 31 preceding the close of such fiscal 
year, borne by all interest-bearing obligations of the United States 
then forming a part of the public debt; except that where such aver- 
age rate is not a multiple of one-eighth of 1 per centum, the rate of 
interest shall be the multiple of one-eighth of 1 per centum next lower 
than such average rate. 

(E) The Secretary of the Treasury is authorized and directed to 
transfer to the Federal Old-Age and Survivors Insurance Trust Fund 
or the Federal Disability Insurance Trust Fund from the Retirement 
Account or to the Retirement Account from the Federal Old-Age 
and Survivors Insurance Trust Fund or the Federal Disability In- 
surance Trust Fund, as the case may be, such amounts as, from 
time to time, may be determined by the Board and the Secretary of 
Health, Education, and Welfare pursuant to the provisions of sub- 
paragraphs (B) and (C) of this subsection, and certified by the 
Board or the Secretary of Health, Education, and Welfare for trans- 
fer from the Retirement Account or from the Federal Old-Age and 
Survivors Insurance Trust Fund or the Federal Disability Insurance 
Trust Fund. 

(3) The Board and the Federal Security Administrator shall, 
upon request, supply each other with certified reports of records of 
compensation or wages and periods of service, of determinations 
under section 3(e) of this Act, or section 216(i) of the Social Security 
Act, of periods of disability within the meaning of such section 216(i), 
and of other records in their possession or which they may secure, 
pertinent to the administration of this section, section 3(e) of this Act 
or title II of the Social Security Act as affected by paragraph (1). 
Such certified reports shall be conclusive in adjudication as to the 
matters covered therein (except in the case of a determination of 
disability under section 216(i) of the Social Security Act): Provided, 
That if the Board or the Federal Security Administrator receives 
evidence inconsistent with a certified report and the application 
involved is still in course of adjudication or otherwise open for such 
evidence, such recertification of such report shall be made as, in the 
judgment of the Board or the Federal Security Administrator, which- 
ever made the original certification, the evidence warrants. Such 
recertification and any subsequent recertification shall be treated in 
the same manner and be subject to the same conditions as an original 
certification. 

(1) Definitions.—For the purposes of this section the term ‘“em- 
ployee” includes an individual who will have been an “employee”, 
and— 

(1) The qualifications for ‘widow’, “widower”, ‘child’, and 
‘“narent” shall be except for the purposes of subsection (f) those set 
forth in section 216 (c), (e), and (g), and section 202(h)(3) of the 
Social Security Act, respectively; and in addition— 

(i) a “widow” or “widower” shall have been living with the 
employee at the time of the employee’s death; a widowerfshall 
have received at least one-half of his support from his wife em- 
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ployee at the time of her death or he shall have received at least 
one-half of his support from his wife employee at the time her 
retirement annuity or pension began. 

(ii) a “child” shall have been dependent upon its parent em- 
ployee at the time of his death; shall not be adopted after such 
death by other than a stepparent, grandparent, aunt, or uncle; 
shall be unmarried; and shall be less than eighteen years of age, 
or shall have a permanent physical or mental condition which is 
such that he is unable to engage in any regular employment: 
Provided, That such disability began before the child attains 
age eighteen; and 

(iii) ‘‘a parent” shall have received, at the time of the death of 
the employee to whom the relationship of parent is claimed, at 
least one-half of his ‘support from such employee. 

A “widow” or “widower” shall be deemed to have been living with the 
employee if the conditions set forth in section 216(h) (2) or (3), 
whichever is applicable, of the Social Security Act, as in effect prior 
to 1957, are fulfilled. A “child’’ shall be deemed to have been de- 
pendent upon a parent if the conditions set forth in section 202(d) 
(3), (4), or (5) of the Social Security Act are fulfilled (a partially 
insured mother being deemed currently insured). In determining 
for purposes of this section and subsection (f) of section 2 whether 
an applicant is the wife, husband, widow, widower, child, or parent 
of an employee as claimed, the rules set forth in section 216(h)(1) 
of the Social Security Act, as in effect prior to 1957, shall be applied. 
Such satisfactory proof shall be made from time to time, as prescribed 
by the Board, of the disability provided in clause (ii) of this para- 
graph and of the continuance, in accordance with regulations pre- 
scribed by the Board, of such disability. If the individual fails to 
comply with the requirements prescribed by the Board as to the proof 
of the continuance of the disability his right to an annuity shall, 
except for good cause shown to the Board, cease; 

(2) The term “retirement annuity” shall mean an annuity under 
section 2 awarded before or after its amendment but not including 
an annuity to a survivor pursuant to an election of a joint and sur- 
vivor annuity; and the term ‘‘pension” shall mean a pension under 
section 6; 

(3) The term “quarter of coverage’ shall mean a compensation 
quarter of coverage or a wage quarter of coverage, and the term 
“quarters of coverage’”’ shall mean compensation quarters of coverage, 
or wage quarters of coverage, or both: Provided, That there shall be 
for a single employee no more than four quarters of coverage for a 
single calendar year; 

(4) The term “compensation quarter of coverage” shall mean any 
quarter of coverage computed with respect to compensation paid to 
an employee after 1936 in accordance with the following table: 


Total compensation paid in the calendar year 





Months of service in a calendar year 


Lis | 
Less than | $50 but less |$100 but less|/$150 but lial $200 or 
$50 than $100 | than $150 | than $200 | more 
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If upon computation of the compensation quarters of coverage in 
accordance with the above table an employee is found to lack a 
completely or partially insured status which he would have if com- 
pensation paid in a calendar year were presumed to have been paid in 
equal proportions with respect to all months in the year in which the 
employee will have been in service as an employee, such presumption 
shall be made. 

(5) The term “‘wage quarter of coverage” shall mean any quarter 
of coverage determined in accordance with the provisions of title II 
of the Social Security Act; 

(6) The term ‘‘wages’’ shall mean wages as defined in section 209 
of the Social Security Act. In addition, the term shall include (i) 
“self-employment income” as defined in section 211(b) of the Social 
Security Act, and (ii) wages deemed to have been paid under section 
217 (a) or (e) of the Social Security Act on account of military service 
which is not creditable under section 4 of this Act. Wages, as defined 
in this paragraph, shall be credited for the purposes of this section in 
the manner and to the extent credited for corresponding purposes of 
title II of the Social Security Act. 

(7) An employee will have been “completely insured”’ if it appears 
to the satisfaction of the Board that at the time of his death, whether 
before or after the enactment of this section, he will have completed 
ten years of service and will have had the qualifications set forth in 
any one of the following paragraphs; 

(i) a current connection with the railroad industry; and a 
number of quarters of coverage, not less than six, and at least 
equal to one-half of the number of quarters, elapsing in the period 
after 1936, or after the quarter in which he will have attained the 
age of twenty-one, whichever is later, and up to but excluding the 

uarter in which he will have attained the age of sixty-five years or 
died, whichever will first have occurred (excluding from the 
elapsed quarters any quarter which is not a quarter of coverage 
nnd dine any part of which a retirement annuity will have been 
payable to him); and if the number of such elapsed quarters is an 

odd number such number shall be reduced by one; or 

(ii) a current connection with the railroad industry; and 
either will have had forty or more quarters of coverage or would 
be fully insured under title II of the Social Security Act if his 
service as an employee after December 31, 1936, were included 
in the term “employment” as defined in that Act; or 

(iii) a pension will have been payable to him; or a retirement 
annuity based on service of not less than ten years (as computed 
in awarding the annuity) will have begun to accrue to him before 
1948; 

(8) An employee will have been “partially insured” at the time of 
his death, whether before or after the enactment of this section, if it 
appears to the satisfaction of the Board that he will have completed 
ten years of service and (i) will have had a current connection with 
the railroad industry; and (ii) either will have had six or more 
quarters of coverage in the period ending with the quarter in which 
he will have died or in which a retirement annuity will have begun 
to accrue to him and beginning with the third calendar year next pre- 
ceding the year in which such event occurs, or mabe: be currently 
insured under title II of the Social Security Act if his service as 
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an employee after December 31, 1936, were included in the term 
“employment” as defined in that Act. 

(9) An employee’s “average monthly remuneration” shall mean 
the quotient obtained by dividing (A) the sum of (i) the compensation 
paid to him after 1936 and before the employee’s closing date, elimi- 
nating any excess over $300 for any calendar month before July 1, 
1954, [and] any excess over $350 for any calendar month after Suis 
30, 1954, and before the effective date of the Railroad Employees Benefits 
Act of 1959, and any excess over $400 for any calendar month which 
begins on or after such effective date, and (ii) if such compensation for 
any calendar year before 1955 is less than $3,600 or for any calendar 
year [after 1954 is less than $4,200,] after 1954 and before the first 
day of the calendar year beginning after the effective date of the Railroad 
Employees Benefits Act of 1959 is less than $4,200, or for any calendar 
year beginning on or after such effective date is less than $4,800, and the 
average monthly remuneration computed on compensation alone is 
less than [$350] $400 and the employee has earned in such calendar 
year ‘‘wages” as defined in paragraph (6) hereof, such wages, in an 
amount not to exceed the difference between the compensation for 
such year and $3,600 for years before 1955 [and $4,200 for years after 
1954, by], $4,200 for years after 1954 and before the calendar year 
following the effective date of the Railroad Employees Benefits Act of 
1959, and $4,800 for years which begin after such effective date, by 
(B) three times the number of quarters elapsing after 1936 and before 
the employee’s closing date: Provided, That for the period prior to and 
including the calendar year in which he will have attained the age of 
twenty-two there shall be included in the divisor not more than three 
times the number of quarters of coverage in such period: Provided 
further, That there shall be excluded from the divisor any calendar 
quarter which is not a quarter of coverage and during any part of 
which a retirement annuity will have been payable to him. An 
employee’s “closing date’”’ shall mean (A) the first day of the first 
calendar year in which such employee both had attained age 65 and 
was completely insured; or (B) the first day of the calendar year in 
which such employee died; or (C) the first day of the calendar year 
following the year in which such employee died, whichever would 
produce the highest “average monthly remuneration” as defined in 
the preceding sentence. If the amount of the “average monthly 
remuneration” as computed under this paragraph is not a multiple 
of $1, it shall be rounded to the next lower multiple of $1. 

With respect to an employee who will have been awarded a retire- 
ment annuity, the term “compensation” shall, for the purposes of this 
paragraph, mean the compensation on which such annuity will have 

een based; 

(10) The term “basic amount” shall mean— 

(i) for an employee who will have been partially insured, or 
completely insured solely by virtue of paragraph (7) (1) or (7) (ii) or 
both: the sum of (A) [44] 49 per centum of his average monthly 
remuneration, up to and including $75; plus (B) [11] 1/2 per 
centum of such average monthly remuneration exceeding $75 and 
up to and including [$350] $400, plus (C) 1 per centum of the 
sum of (A) plus (B) multiplied by the number of years after 1936 
in each of which the compensation, wages, or both, paid to him 
will have been equal to $200 or more; if the basic amount, thus 
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computed, is less than [$15.40] $16.95 it shall be increased to 
[$15.40] $16.95; 

(ii) for an employee who will have been completely insured 
solely by virtue of paragraph (7) (iii): the sum of [44] 49 per 
centum of his monthly compensation if an annuity will have been 
payable to him, or, if a pension will have been payable to him, 
[44] 49 per centum of the average monthly earnings on which 
such pension was computed, up to and including $75, plus [11] 
12 per centum of such compensation or earnings exceeding $75 
and up to and including $300. If the average monthly earnings 
on which a pension payable to him was computed are not ascertain- 
able from the records in the possession of the Board, the amount 
computed under this subdivision shall be [$36.66] $40.33, except 
that if the pension payable to him was less than [$27.50] $30.25, 
such amount shall be four-thirds of the amount of the pension or 
[$14.66] $16.13, whichever is greater. The term “monthly com- 
pensation”’ shall, for the purposes of this subdivision, mean the 
monthly compensation used in computing the annuity; 

(iii) for an employee who will have been completely insured 
under paragraph (7)(iii) and either (7)(i) or (7)(ii): the higher 
of the two amounts computed in accordance with subdivisions 
(i) and (ii). 


* * * * * * * 


RAILROAD RETIREMENT TAX ACT 


Subchapter A—Tax on Employees 


Sec. 3201. Rate of tax. 
See. 3202. Deduction of tax from compensation. 


SEC. 3201. RATE OF TAX. 

In addition to other taxes, there is hereby imposed on the income 
of every employee a tax equal to [6% percent of so much of the com- 
pensation paid to such employee after December 31, 1954, for services 
rendered by him after such date] 

(1) 6% percent of so much of the compensation paid to such 
employee for services rendered by him on or after the effective date 
of the Railroad Employees Benefits Act of 1959, and before January 
1, 1962, and 

(2) 7% percent of so much of the compensation paid to such 
employee for services rendered by him after December 31, 1961, 

as is not in excess of [$350] $400 for any calendar month[.]}: Pro- 
vided, That the rate of tax imposed by this section shall be increased, with 
respect to compensation paid for services rendered after December 31, 
1964, by a number of percentage points (including fractional points) 
equal at any given time to the number of percentage points (including 
fractional points) by which the rate of tax imposed with respect to wages 
by section 3101 at such time exceeds the rate provided by paragraph (2) 
of such section 3101 as amended by the Social Security Amendments of 
1956. 
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SEC. 3202. DEDUCTION OF TAX FROM COMPENSATION. 

(a) ReEquiREMENT.—The tax imposed by section 3201 shall be 
collected by the employer of the taxpayer by deducting the amount 
of the tax from the compensation of the employee as and when paid. 
If an employee is paid compensation [after December 31, 1954] 
on or after the effective date of the Railroad Employees Benefits Act of 
1959, by more than one employer for services rendered during any 
calendar month [after 1954] which begins on or after such effective date 
and the aggregate of such compensation is in excess of [$350] $400, 
the tax to be deducted by each employer other than a subordinate 
unit of a national railway-labor-organization employer from the 
compensation paid by him to the employee with respect to such 
month shall be that proportion of the tax with respect to such com- 

ensation paid by all such employers, which the compensation paid 
“ him [after December 31, 1954] on or after the effective date of the 
Railroad Employees Benefits Act of 1959, to the employee for services 
rendered during such month bears to the total compensation paid 
by all such employers [after December 31, 1954] on or after the effec- 
tive date of the Railroad Employees Benefits Act of 1959, to such em- 
ployee for services rendered during such month; and in the event 
that the compensation so paid by such employers to the employee 
for services rendered during such month is less than [$350] $400, 
each subordinate unit of a national railway-labor-organization em- 
ployer shall deduct such proportion of any additional tax as the 
compensation paid by such employer [after December 31, 1954] 
on or after the effective date of the Railroad Employees Benefits Act o 
1959, to such employee for services rendered during such month 
bears to the total compensation paid by all such employers [after 
December 31, 1954] on or after the effective date of the Railroad Em- 
ployees Benefits Act of 1959, to such employee for services rendered 
during such month. 

(b) INDEMNIFICATION OF EmpLoreR.—Every employer required 
under subsection (a) to deduct the tax shall be made liable for the 
payment of such tax and shall not be liable to any person for the 
amount of any such payment. 


Subchapter B—Tax on Employee Representative 


Sec. 3211. Rate of tax. 
Sec. 3212. Determination of compensation. 


SEC. 3211. RATE OF TAX. 

In addition to other taxes, there is herebv imposed on the income of 
each employee representative a tax equal to [12% percent of so much 
of the compensation, paid to such employee representative after 
December 31, 1954 for services rendered by him after such date] 

(1) 13% percent of so much of the compensation paid to such 
empleyee representatwe for services rendered by him on or after the 
effective date of the Railroad Employees Benefits Act of 1959, and 
before January 1, 1962, and 

(2) 14% percent of so much of the compensation paid to such 
employee representative for services rendered by him after December 
31, 1961, 
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as is not in excess of [$350] $400 for any calendar month[[.]: Provided, 
That the rate of tax imposed by this section shall be increased, with 
respect to compensation paid for services rendered after December 31, 
1964, by a number of percentage points (including fractional points) 
equal at any given time to twice the number of percentage points (including 
fractional points) by which the rate of the tax imposed with respect to 
wages by section 3101 at such time exceeds the rate provided by paragraph 
(2) of such section 3101 as amended by the Social Security Amendments 
of 1956. 

* * 


* * 






* * * 





Subchapter C—Tax on Employers 


Sec. 3221. Rate of tax. 
SEC. 3221. RATE OF TAX. 


(a) In addition to other taxes, there is hereby imposed on every 
employer an excise tax, with respect to having individuals in his 
employ, equal to [6% percent of so much of the compensation paid by 
such employer after December 31, 1954 for services rendered to him 
after December 31, 1954,]— 

(1) 6% percent of so much of the compensation paid by such 
employer for services rendered to him on or after the effective date of 
the Railroad Employees Benefits Act of 1959, and before January 1, 
1962, and 
(2) 7% percent of so much of the compensation paid by such 
employer for services rendered to him after December 31, 1961, 
as is, with respect to any employee for any calendar month, not in 
excess of [$350] $400; except that if an employee is paid compensation 
[after December 31, 1954] on or after the effective date of the Railroad 
Employees Benefits Act of 195 9, by more than one employer for services 
rendered during any calendar ‘month [after 1954] which begins on or 
after such effectwe date the tax imposed by this section shall apply to 
not more than [$350] $400 of the fatter compensation paid to 




































such employee by all such employers [after December 31, 1954] on 
or after the effective date of the Railroad Employees Benefits Act of 1959, 
for services rendered during such month, and each employer other than 
a subordinate unit of a national railway-labor-organization employer 
shall be liable for that proportion of the tax with respect to such 
compensation paid by all such employers which the compensation 
paid by him [after December 31, 1954] on or after the effective date of 
the Railroad Employees Benefits Act of 1959, to the employee for 
services rendered during such month bears to the total compensation 
paid by all such employers [after December 31, 1954] on or after the 
effective date of the Railroad Employees Benefits Act of 1959, to such 
employee for services rendered during such month; and in the event 
that the compensation so paid by such employers to the employee for 
services rendered during such month is less than [$350] $400, each 
subordinate unit of a national railway-labor-organization employer 
shall be liable for such proportion of any additional tax as the com- 
pensation paid by such employer [after December 31, 1954] on or 
after the = ate of the Railroad Employees Benefits Act of 1959, to 
such employee for services rendered during such month bears to the 
total compensation paid by all such employers [after December 31, 
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1954] on or after the effective date of the Railroad Employees Benefits 
Act of 1959, to such employee for services rendered during such month. 

(b) The rate of tar imposed by subsection (a) shall be increased, with 
respect to compensation paid for services rendered after December 31, 
1964, by a number of percentage points (ineluding fractional points) 
equal at any given time to the number of percentage points (including 
fractional points) by which the rate of the tax imposed with respect to 
wages by section 3111 at such time exceeds the rate provided by paragraph 
(2) of such section 3111 as amended by the Social Security Amend- 


ments of 1956. 
ok * ok * oK ok * 


RAILROAD UNEMPLOYMENT INSURANCE ACT 


* * * a * + 


DEFINITIONS 


Section 1. For the purposes of this Act, except when used in amend- 
ing the provisions of other Acts— 

(a) The term “employer”? means any carrier (as defined in sub- 
section (b) of this section), and any company which is directly or 
indirectly owned or controlled by one or more such carriers or under 
common control therewith, and which operates any equipment or 
facility or performs any service (except trucking service, casual serv- 
ice, and the casual operation of equipment or facilities) in connection 
with the transportation of passengers or property by railroad or the 
receipt, delivery, elevation, transfer in transit, refrigeration or icing, 
storage, or handling of property transported by railroad, and any 
receiver, trustee, or other individual or body, judicial or otherwise, 
when in the possession of the property or operating all or any part 
of the business of any such employer: Provided, however, That the 
term “employer” shall not include any street, interurban, or suburban 
electric railway, unless such railway is operating as a part of a general 
steam-railroad system of transportation, but shall not exclude any 
part of the general steam-railroad system of transportation now 
or hereafter operated by any other motive power. ‘The Interstate 
Commerce Commission is hereby authorized and directed upon re- 
aoe of the Board, or upon complaint of any party interested, to 

etermine after hearing whether any line operated by electric power 
falls within the terms of this proviso. The term “employer” shall 
also include railroad associations, traffic associations, tariff bureaus, 
demurrage bureaus, weighing and inspection bureaus, collection agen- 
cies, and other associations, bureaus, agencies, or organizations con- 
trolled and maintained wholly or principally by two or more employers 
as hereinbefore defined and engaged in the performance of services in 
connection with or incidental to railroad transportation; and railway 
labor organizations, national in scope, which have been or may be 
organized in accordance with the provisions of the Railway Labor 
Act, and their State and National legislative committees and their 
poets committees and their insurance departments and their local 
odges and divisions, established pursuant to the constitution and by- 
laws of such organizations. The term “employer” shall not include 
any company by reason of its being engaged in the mining of coal, 
the supplying of coal to an employer where delivery is not beyond 
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the mine tipple, and the operation of equipment or facilities therefor, 
or in any of such activities. 

(b) The term ‘carrier’? means an express company, sleeping car 
company, or carrier by railroad, subject to part 1 of the Interstate 
Commerce Act. 

(c) The term ‘‘company” includes corporations, associations, and 
joint-stock companies. 

(d) The term “employee” (except when used in phrases establishing 
a different meaning) means any individual who is or has been (i) in 
the service of one or more employers for compensation, or (ii) an em- 
ployee representative. The term “employee” shall include an 
employee of a local lodge or division defined as an employer in section 
1(a) only if he was in the service of a carrier on or after August 29, 
1935. The term ‘‘employee” includes an officer of an employer. 

The term “employee” shall not include any individual while such 
individual is engaged in the physical operations consisting of the 
mining of coal, the preparation of coal, the handling (other than move- 
ment by rail with standard railroad locomotives) of coal not beyond 
the mine tipple, or the loading of coal at the tipple. 

(e) An individual is in the service of an employer whether his 
service is rendered within or without the United States if (i) he is 
subject to the continuing authority of the employer to supervise and 
direct the manner of rendition of his service, or he is rendering pro- 
fessional or technical services and is integrated into the staff of the 
employer, or he is rendering, on the property used in the employer’s 
operations, other personal services the rendition of which is integrated 
into the employer’s operations, and (ii) he renders such service for 
compensation: Provided, however, That an individual shall be deemed 
to be in the service of an employer, other than a local lodge or divi- 
sion or a general committee of a railway-labor-organization employer, 
not conducting the principal part of its business in the United States 
only when he is rendering service to it in the United States; and an 
individual shall be deemed to be in the service of such a local lodge 
or division only if (1) all, or substantially all, the individuals consti- 
tuting its membership are employees of an employer conducting the 
principal part of its business in the United States; or (2) the head- 
quarters of such local lodge or division is located in the United States; 
and an individual shall be deemed to be in the service of such a gen- 
eral committee only if (1) he is representing a local lodge or division 
described in clauses (1) or (2) immediately above; or (2) all, or 
substantially all, the individuals represented by it are employees of 
an employer conducting the principal part of its business in the 
United States; or (3) he acts in the capacity of a general chairman or 
an assistant general chairman of a general committee which repre- 
sents individuals rendering service in the United States to an em- 
ployer, but in such case if his office or headquarters is not located in 
the United States and the individuals represented by such general 
committee are employees of an employer not conducting the principal 
part of its business in the United States, only such proportion of the 
remuneration for such service shall be regarded as compensation as 
the proportion which the mileage in the United States under the juris- 
diction of such general committee bears to the total mileage under its 
jurisdiction, unless such mileage formula is inapplicable, in which 
case the Board may prescribe such other formula as it finds to be 
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equitable, and if the application of such mileage formula, or such 
other formula as the Board may prescribe, would result in the com- 
pensation of the individual being less than 10 per centum of his re- 
muneration for such service no part of such remuneration shall be 
regarded as compensation: Provided, further, That an individual 
not a citizen or resident of the United States shall not be deemed to 
be in the service of an employer when rendering service outside of 
the United States to an employer who is required under the laws 
applicable in the place where the service is rendered to employ therein, 
in whole or in part, citizens or residents thereof. 

(f) The term ‘‘employee representative’? means any officer or offi- 
cial representative of a railway labor organization other than a labor 
organization included in the term employer as defined in section 1 
(a) who before or after August 29, 1935, was in the service of an 
employer as defined in section 1(a) and who is duly authorized and 
designated to represent employees in accordance with the Railway 
Labor Act, and any individual who is regularly assigned to or regu- 
larly employed by such officer or official representative in connection 
with the duties of his office. 

(g) The term ‘‘employment” means service performed as an em- 
ployee. For the purposes of determining eligibility for and the 
amount of benefits and the amount of contributions due pursuant to 
this Act, employment after June 30, 1940, in the service of a local 
lodge or division of a railway-labor-organization employer or as an 
employee representative shall be disregarded. For purposes of de- 


eine eligibility for and the amount of benefits and the amount 


of contributions due pursuant to this Act, employment as a delegate 
to a national or international convention of a railway labor organ- 
ization defined as an “employer,” in subsection (a) of this section, 
shall be disregarded if the individual having such employment has 
not previously rendered service, other than as such a delegate, which 
may be included in his ‘“‘years of service’ for purposes of the Rail- 
road Retirement Act. 

(h) The term “registration period’? means, with respect to any 
employee, the period which begins with the first day for which such 
employee registers at an employment office in accordance with such 
regulations as the Board may prescribe, and ends with whichever is 
the earlier of (i) the thirteenth day thereafter, or (ii) the day imme- 
diately preceding the day for which he next registers at a different 
employment office; and thereafter each period which begins with the 
first day for which he next registers at an employment office after 
the end of his last preceding registration period which began with 
a day for which he registered at an employment office and ends with 
whichever is the earlier of (i) the thirteenth day thereafter, or (ii) 
the day immediately preceding the day for which he next registers 
at a different employment office. 

The term “registration period” means also, with respect to any em- 
ployee, the period which begins with the first day with respect to 
which a statement of sickness is filed in his behalf in accordance with 
such regulations as the Board may prescribe, or the first suchday 
after the end of a registration period which will have begun with a 
day with respect to which a statement of sickness was filed in his 
behalf, and ends with the thirteenth day thereafter. 
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(i) The term ‘compensation’? means any form of money remunera- 
tion, including pay for time lost but excluding tips, paid for services 
rendered as an employee to one or more employers, or as an employee 
representative[[: Provided, however, That in computing the compensa- 
tion paid to any employee with respect to any calendar month before 
July 1, 1954, no part of any compensation in excess of $300 shall be 
recognized, and with respect to any calendar month after June 30, 
1954, no part of any compensation in excess of $350 shall be recognized] 
: Provided, however, Thatvin computing the compensation paid to an 
employee, no part of any month’s compensation in excess of $300 for 
any month before July 1, 1954, or in excess of $350 for any month after 
June 30, 1954, and before the effective date of the Railroad Employees 
Benefits Act of 1959, or in excess of $400 for any month which begins 
on or after such effective date, shall be recognized. A payment made by 
an employer to an individual through the employer’s payroll shall be 
presumed, in the absence of evidence to the contrary, to be compen- 
sation for service rendered by such individual as an employee of the 
employer in the period with respect to which the payment is made. 
An employee shall be deemed to be paid, ‘‘for time lost’’ the amount 
he is paid by an employer with respect to an identifiable period of 
absence from the active service of the employer, including absence on 
account of personal injury, and the amount he is paid by the employer 
for loss of earnings resulting from his displacement to a less remu- 
nerative position or occupation. If a payment is made by an em- 
ployer with respect to a personal injury and includes pay for time 
lost, the total payment shall be deemed to be paid for time lost unless, 
at the time of payment, a part of such payment is specifically appor- 
tioned to factors other than time lost, in which event only such part 
of the payment as is not so apportioned shall be deemed to be paid 
for time lost. Compensation earned in any calendar month before 
1947 shall be deemed paid in such month regardless of whether or 
when payment will have been in fact made, and compensation earned 
in any calendar year after 1946 but paid after the end of such calendar 
year shall be deemed to be compensation paid in the calendar year in 
which it will have been earned if it is so reported by the employer 
before February 1 of the next succeeding calendar year or, if the em- 
ployee establishes, subject to the provisions of section 8, the period 
during which such compensation will have been earned. 

(j) The term ‘‘remuneration’’ means pay for services for hire, in- 
cluding pay for time lost, and tips, but pay for time lost shall be 
deemed earned on the day on which such time is lost. The term 
“remuneration” includes also earned income other than for services 
for hire if the accrual thereof in whole or in part is ascertainable with 
respect to a particular day or particular days. The term “remunera- 
tion’’ does not include (i) the voluntary payment by another, with- 
out deduction from the pay of an employee, of any tax or contri- 
bution now or hereafter imposed with respect to the remuneration of 
such employee, or (ii) any money payments received pursuant to any 
nongovernmental plan for unemployment insurance, maternity insur- 
ance, or sickness insurance. 

(kx) Subject to the provisions of section 4 of this Act, (1) a day of 
unemployment, with respect to any employee, means a ‘calendar ‘day 
on which he is able to work and is available for work and with respect 
to which (i) no remuneration is payable or accrues to him, and (ii) he 
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has, in accordance with such regulations as the Board may prescribe, 
registered at an employment office; and (2) a “day of sickness”, with 
respect to any employee, means a calendar day on which because of 
any physical, mental, psychological, or nervous injury, illness, sick- 
ness, or disease he is not able to work but otherwise would be available 
for work [or which is included in a maternity period], and with respect 
to which (i) no remuneration is payable or accrues to him, and (ii) in 
accordance with such regulations as the Board may prescribe, a 
statement of sickness is filed within such reasonable period, not in 
excess of ten days, as the Board may prescribe: Provided, however, That 
“subsidiary remuneration”, as hereinafter defined in this subsection, 
shall not be considered remuneration for the purpose of this subsection 
except with respect to an employee whose base-year compensation, 
exclusive of earnings from the position or occupation in which he 
earned such subsidiary remuneration, is less than $400: Provided, 
further, That remuneration for a working day which includes a part of 
each of two consecutive calendar days shall be deemed to have been 
earned on the first of such two days, and any individual who takes 
work for such working day shall not by reason thereof be deemed not 
available for work on the second of such calendar days: Provided, 
further, That any calendar day on which no remuneration is payable 
to or accrues to an employee solely because of the application to him 
of mileage or work restrictions agreed upon in schedule agreements 
between employers and employees or solely because he is standing by 
for or laying over between regularly assigned trips or tours of duty 
shall not be considered either a day of unemployment or a day of 
sickness. 

For the purpose of this subsection, the term “‘subsidiary remunera- 
tion’’ means, with respect to any employee, remuneration not in excess 
of an average of $3 a day for the period with respect to which such 
remuneration is payable or accrues, if the work from which the 
remuneration is derived (i) requires substantially less than full time 
as determined by generally prevailing standards, and (ii) is susceptible 
of performance at such times and under such circumstances as not to 
be inconsistent with the holding of normal full-time employment in 
another occupation. 

(l) The term “benefits” (except in phrases clearly designating other 
payments) means the money payments payable to an employee as 
provided in this Act, with respect to his unemployment or sickness. 

(l)(1) The term ‘‘statement of sickness’? means a statement with 
respect to days of sickness of an [employee, and the term “statement 
of maternity sickness” means a statement with respect to a maternity 
period of a female employee, in each case] employee executed in such 
manner and form by an individual duly authorized pursuant to sec- 
tion 12(i) to execute such statements, and filed as the Board may 
prescribe by regulations. 

[(1) (2) the term “maternity period’? means the period beginning 
fifty-seven days prior to the date stated by the doctor of a female 
employee to be the expected date of the birth of the employee’s child 
cm ending with the one hundred and fifteenth day after it begins or 
with the thirty-first day after the day of the birth of the child, which- 
ever is later.] 

(m), The term ‘benefit year” means the twelve-month period be- 
ginning July 1 of any year and ending June 30 of the next year, 
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except that a registration period beginning in June and ending in 
July shall be deemed to be in the benefit year ending in such month 
of June. 

(n) The term ‘base year’ means the completed calendar year im- 
mediately preceding the beginning of the benefit year. 

(o) The term “employment office’ means a free employment office 
operated by the Board, or designated as such by the Board pursuant 
to section 12(i) of this Act. 

(p) The term “account” means the railroad unemployment insur- 
ance account established pursuant to section 10 of this Act in the 
unemployment trust fund. 

(q) The term ‘fund’ means the railroad unemployment insurance 
administration fund, established pursuant to section 11 of this Act in 
the unemployment trust fund. 

(r) The term ‘‘Board’”’ means the Railroad Retirement Board. 

(s) The term “United States”, when used in a geographical sense, 
means the States, Alaska, Hawaii, and the District of Columbia. 

(t) The term ‘State’? means any of the States, Alaska, Hawaii, or 
the District of Columbia. 

(u) Any reference in this Act to any other Act of Congress, 
including such reference in amendments to other Acts, includes. a 
reference to such other Act as amended from time to time. 


BENEFITS 


Sec. 2. (a) Benefits shall be payable to any qualified employee (i) for 
each day of unemployment in excess of seven during the first registra- 
tion period, within a benefit year, in which he will have had seven or 
more days of unemployment, and for each day of unemployment in 
excess of four during any subsequent registration period in the same 
benefit year, and (ii) for each day of sickness [(other than a day of 
sickness in a maternity period) ] in excess of [seven] nine during the 
first registration period, within a benefit year, in which he will have 
had [seven] nine or more such days of sickness, and for each such 
day of sickness in excess of four during any subsequent registration 
period in the same benefit year if in such subsequent registration period 
or in the fourteen days immediately prior thereto he had not less than 
seven days of sickness or unemployment, or both [, and (iii) for each day 
of sickness in a maternity period]. 

The benefits payable to any such employee for each such day of 
unemployment or sickness shall be the amount appearing in the 
following table in column II on the line on which, in column I, appears 
the compensation range containing his total compensation with respect 
to employment in his base year: 


[Column I Column II 
[Total compensation Daily benefit rate 
[$400 to $499.99_______- acid HOLT vd Lael ebs jt eduads $3. 50 
$500 to $749.99____- Bobiosds bathe wavits Ad s-e5-4565e0l carl 4. 00 
Nr 4. 50 
eid no 5 ot ei ella b aakses tals hege anit 5. 00 
Ne ee een ee reine a ree a oe pete 5. 50 
Groene 00 wamewee 2 SLU il Jo. 2s Sd Jose ea iciveid2 6. 00 
Ss Oar IS 4 ae Sabor kan che ttatn oso} cen dudvastaby 6. 50 
I I a is tiie pd A ke 7. 00 
ee ap Phe AS Ty page een meee a 7. 50 


$3,500 to $3,999.99 
$4,000 and over 
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Column I Column II 
Total compensation Daily benefit rate 


$500 to $699.99 4. 50 
$700 to $999.99 5. 00 
$1,000 to $1,299.99 5. 60 
$1,300 to $1,599.99 6. 00 
$1,600 to-$1,899.99 6. 50 
$1,900 to $2,199.99 7. 00 
$2,200 to $2,499.99_----_- 7. 50 

$2,500 to $2,799.99___. 8. 00 

$2,800 to $3,099.99_____- 8. 50 
$3,100 to $3,499.99__- rey ae Acie la 9. 00 
60,600 to $3, 900.09., 45..02- nbc ceme pen sansn<+-- 5 olin arece enen 9. 50 

$4,000 and over . 20 
Provided, however, That if the daily benefit rate in column II with 
respect to any employee is less than an amount equal to [50] 60 per 
centum of the daily rate of compensation for the employee’s last em- 
ployment in which he engaged for an employer in the base year, such 
rate shall be increased to such amount but not to exceed [$8.50] $10.20 
The daily rate of compensation referred to in the last sentence shall be 
as determined by the Board on the basis of information furnished to 
the Board by the employee, his employer, or both. 

[The amount of benefits payable for the first fourteen days in each 
maternity period, and for the first fourteen days in a maternity period 
after the birth of the child, shall be one and one half times the amount 
otherwise payable under this subsection. Benefits shall not be paid 
for more than eighty-four days of sickness in a maternity period prior 
to the birth of the child. Qualification for and rate of benefits for 
days of sickness in a maternity period shall not be affected by the 
expiration of the benefit year in which the maternity period will have 
begun unless in such benefit year the employee will not have been a 
qualified employee.] 

In computing benefits to be paid, days of unemployment shall not 
be combined with days of sickness in the same registration period. 

(b) The benefits provided for in this section shall be paid to an 
employee at such reasonable intervals as the Board may prescribe. 

(c) The maximum number of days of unemployment within a 
benefit year for which benefits may be paid to an employee shall be 
one hundred and thirty, and the maximum number of days of sick- 
ness[[, other than days of sickness in a maternity period,] within a 
benefit year for which benefits may be paid to an employee shall be 
one hundred and thirty: Provided, however, That the total amount of 
benefits which may be paid to an employee for days of unemployment 
within a benefit year shall in no case exceed the employee’s compensa- 
tion in the base year; the total amount of benefits which may be paid 
to an employee for days of sickness[[, other than days of sickness in a 
maternity period,] within a benefit year shall in no case exceed the 
employee’s compensation in the base year[[; and the total amount of 
benefits which may be paid to an employee for days of sickness in a 
maternity period shall in no case exceed the employee’s compensation 
in the base year on the basis of which the employee was determined to 
be qualified for benefits in such maternity period]. 

(d) If the Board finds that at any time more than the correct 
amount of benefits has been paid to any individual under this Act 
or a payment has been made to an individual net entitled thereto 
(including payments made prior to July 1, 1940) recovery by adjust- 
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ments in subsequent payments to which such individual] is entitled 
under this Act or any other Act administered by the Board may, 
except as otherwise provided in this subsection, be made under 
regulations prescribed by the Board. If such individual dies before 
recovery is completed, recovery may be made by set-off or adjust- 
ments, under regulations prescribed by the Board, in subsequent 
payments due, under this Act or any other Act administered by the 
Board to the ‘estate, designee, next of kin, legal representative, or 
surviving spouse of such indiv idual, with respect to the employment 
of such individual. 

Adjustments under this subsection may be made either by deduc- 
tions from subsequent payments or, with respect to payments which 
are to be made during a lifetime or lifetimes, by subtracting the total 
amount of benefits paid in excess of the proper amount from the 
actuarial value, as determined by the Board, of such payments to be 
made during a lifetime or lifetimes and recertifying such payments 
on the basis of the reduced actuarial value. In the latter case recovery 
shall be deemed to have been completed upon such recertification. 

There shall be no recovery in any case in which more than the 
correct amount of benefits has been paid to an individual or payment 
has been made to an individual not entitled thereto (including pay- 
ments made prior to July 1, 1940) who, in the judgment of the Board, 
is without fault when, in the judgment of the Board, recovery would 
be contrary to the purpose of this Act or would be against equity or 
good conscience. 

No certifying or disbursing officer shall be held liable for any amount 
certified or paid by him in good faith to any person where the recovery 
of such amount is waived under the third paragraph of this subsection 
or has been begun but cannot be completed under the first paragraph 
of this subsection. 

(e) Notwithstanding any other law of the United States, or of any 
State, Territory, or the District of Columbia, no benefits shall be as- 
signable or be ‘subje ct to any tax or to garnishment, attachment, or 
other legal process under any circumstances whatsoever, nor shall the 
payment thereof be anticipated. 

(f) If (i) benefits are paid to any employee with respect to un- 
employment or sickness in any registration period, and it is later 
determined that remuneration is payable to such employee with re- 
spect to any period which includes days in such registration period 
which had been determined to be days of unemployment or sickness, 
and (ii) the person or company from which such remuneration is 
payable has, before payment thereof, notice of the payment of bene- 
fits upon the basis of days of unemployment or sickness included in 
such period, the remuneration so payable shall not be reduced by 
reason of such benefits but the remuneration so payable, to the extent 
to which benefits were paid upon the basis of days which had been 
determined to be days of unemployment or sickness and which are 
included in the period for which such remuneration is payable, shall 
be held to be a special fund in trust for the Board. The amount of 
such special fund shall be paid to the Board and in the collection 
thereof the Board shall have the same authority, and the same penal- 
ties shall apply, as are provided in section 8 of this Act with respect 
to contributions. The proceeds of such special fund shall be credited 
to the account. Such benefits, to the extent that they are represented 
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in such a special fund which has been collected by the Board, shall 
be disregarded for the purposes of subsection (c) of this section. 

(gz) Benefits accrued to an individual but not yet paid at death 
shall, upon certification by the Board, be paid, without necessity of 
filing further claims therefor, to the same individual or individuals 
to whom any death benefit that may be payable under the provisions 
of section 5 of the Railroad Retirement Act of 1937 or any accrued 
annuities under section 3(f) of the Railroad Retirement Act of 1937 
are paid; and in the event that no death benefit or accrued annuity 
is so paid, such benefits accrued under this Act, shall be paid as 
though this subsection had not been enacted. 


QUALIFYING CONDITION 


Sec. 3. An employee shall be a ‘“‘qualified employee” if the Board 
finds that his compensation will have been not less than [$400] $500 
with respect to the base year. 


DISQUALIFYING CONDITIONS 


Src. 4 (a-1). There shall not be considered as a day of unemploy- 
ment or as a day of sickness, with respect to any employee— 

(i) any of the seventy-five days beginning with the first day 
of any registration period with respect to which the Board finds 
that he knowingly made or aided in making or caused to be made 
any false or fraudulent statement or claim for the purpose of 
causing benefits to be paid; 

(ii) any day in any period with respect to which the Board 
finds that he is receiving or will have received annuity payments 
or pensions under the Railroad Retirement Act of 1935 or the 
Railroad Retirement Act of 1937, or insurance benefits under 
title II of the Social Security Act, or unemployment, maternity, 
or sickness benefits under an unemployment, maternity, or sick- 
ness compensation law other than this Act, or any other social 
insurance payments under any law: Provided, That if an em- 
ployee receives or is held entitled to receive any such payments, 
other than unemployment, maternity, or sickness payments, 
with respect to any period which includes days of unemployment 
or sickness in a registration period, after benefits under this Act 
for such registration period will have been paid, the amount by 
which such benefits under this Act will have been increased by 
including such days as days of unemployment or as days of sick- 
ness shall be recoverable by the Board: Provided further, That, 
if that part of any such payment or payments, other than unem- 
ployment, maternity, or sickness payments, which is apportion- 
able to such days of unemployment or days of sickness is less in 
amount than the benefits under this Act which, but for this 
paragraph, would be payable and not recoverable with respect 
to such days of unemployment or days of sickness, the preceding 
provisions of this paragraph shall not apply but such benefits 
under this Act for such days of unemployment or days of sick- 
ness shall be diminished or recoverable in the amount of such 
part of such other payment or payments; 
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(a-2) There shall not be considered as a day of unemployment, 


with respect to any employee— 


(i) any of the [thirty] days beginning with the day with 
respect to which the Board finds that he left work voluntarily 
without good cause and ending with the twentieth day thereafter 
with respect to each of which the Board finds that he shall have 
earned compensation; 

(ii) any of the [thirty] days beginning with the day with 
respect to which the Board finds that he failed, without good 
cause, to accept suitable work available on such day and offered 
to him, or to comply with instructions from the Board requiring 
him to ‘apply for suitable work or to report, in person or by mail 
as the Board may require, to an employment office and ending 
with the twentieth day thereafter with respect to each of which the 
Board finds that he shall have earned compensation; 

(iii) subject to the provisions of subsection (b) of this section, 
any day with respect to which the Board finds that his unemploy- 
ment was due to a stoppage of work because of a strike in the 
establishment, premises, or enterprise at which he was last 
employed, and the Board finds that such strike was commenced 
in violation of the provisions of the Railway Labor Act or in 
violation of the established rules and practices of a bona fide 
labor organization of which he was a member; 

[(iv) any day which is a Sunday or w hich the Board finds is 
generally observed as a holiday in the locality in which he regis- 
tered for such day, unless such day was immediately preceded by 
a day of unemploy ment and immediately followed by a day of 
unemployment or was the last day in a registration period and 
was immediately preceded by a day of unemploy ment: Provided, 
That if two or more consecutive days are a Sunday and one or 
more holidays, then with respect to any employee such consecu- 
tive days shall not be considered as days of unemployment unless 
they were immediately preceded by a day of unemployment and 
immediately followed by a day of unemployment or the last of 
such days was the last day of a registration period and such days 
were immediately preceded by a day of unemployment.] 

(iv) any of the days beginning with the day with respect to which 
the Board finds that he was discharged or suspended for misconduct 
related to his work and ending in cases of discharge with the twentieth 
day therafter with respect to each of which the Board finds that he 
shall have earned compensation, and ending with the last day of the 
period of suspension in cases of suspension. 


(a—3) There shall not be considered as a day of sickness with respect to 
any employee— 


(t) any of the days beginning with the day with respect to which 
the Board finds that he left work voluntarily without good cause 
and ending with the twentieth day thereafter with respect to each 
of which the Board finds that he shall have earned compensation; 

(iz) any of the days beginning with the day with respect to which 
the Board finds that he failed, without good cause, to accept suitable 
work available on such day and offered to him, or to comply with 
instructions from the Board requiring him to apply for suitable 
work or to report, in person or by mail as the Board may require, to 
an employment office, and ending with the twentieth day thereafter 
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with respect to each of which the Board finds that he shall have earned 
compensation; 

(tit) subject to the provisions of subsection (b) of this section, any 
day with respect to which the Board finds that, but for sickness, he 
would be unemployed due to a stoppage of work because of a strike 
in the establishment, premises, or enterprise at which he was last 
employed and the Board finds that such strike was commenced in 
violation of the provisions of the Railway Labor Act or in violation 
of the established rules and practices of a bona fide labor organization 
of which he was a member; 

(iv) any day following the expiration of the ninety-one-day period 
which begins on the last day with respect to which the individual will 
have earned compensation, excluding from such ninety-one-day 
period any days occurring therein with respect to which the Board 


finds he was unemployed due to a stoppage of work described in 


clause (iit) of this subsection, and eacluding any days in any 
registration period which begins, or in any continuous series of 
registration periods the first day of which series begins, before the 
expiration of such ninety-one-day period. For the purposes of this 
clause, a “registration period” shall be deemed to be continuous 
with the preceding registration period if established within ten days 
after the last day of such preceding registration period. 


(b) The disqualification provided in section 4 (a-—2) (iii) or section 
4(a-3) (iii) of this Act shall not apply if the Board finds that— 


(i) the employee is not participating in or financing or directly 
interested in the strike which causes the stoppage of work: 
Provided, That payment of regular union dues shall not be con- 
strued to constitute financing a strike or direct interest in a strike 
within the meaning of this and the following paragraphs; and 

(ii) he does not belong to a grade or class of workers of which, 
immediately before the commencement of the stoppage, there 
were members employed in the establishment, premises, or enter- 
prise at which the stoppage occurs, any of whom are participatin 
in or financing or directly interested in the dispute: Provided, 
That if separate types of work are commonly conducted in 
separate departments of a single enterprise, each such department 
shall, for the purposes of this subsection, be deemed to be a sepa- 
rate establishment, enterprise, or other premises. 


(c) No work shall be deemed suitable for the purposes of section 
4(a-2) (ii) or section 4(a-3) (ii) of this Act, and benefits shall not be 
denied under this Act to any otherwise qualified employee for refusing 
to accept work if— 


(i) the position offered is vacant due directly to a strike, 
lockout, or other labor dispute; 

(ii) the remuneration, hours, or other conditions of work offered 
are substantially less favorable to the employee than those 
prevailing for similar work in the locality, or the rate of remunera- 
tion is less than the union wage rate, if any, for similar work in 
the locality; 

(iii) as a condition of being employed he would be required to 
join a company union or to resign from or refrain from joiming 
any bona fide labor organization; 

(iv) acceptance of the work would require him to engage in 
activities in violation of law or which, by reason of their being in 
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violation of reasonable requirements of the constitution, bylaws, 
or similar regulations of a bona fide labor organization of which 
he is a member, would subject him to expulsion from such labor 
organization; or 

(v) acceptance of the work wovld subject him to loss of 
substantial seniority rights under any collective bargaining 
agreement between a railway labor organization, organized in 
accordance with the provisions of the Railway Labor Act, and 
any other employer. 

(d) In determining, within the limitations of section 4(c) of this 
Act, whether or not any work is suitable for an employee for the 
purposes of section 4(a—2)(ii) or section 4(a-3)(iz) of this Act, the 
Board shall consider, in addition to such other factors as it deems 
relevant, (i) the current practices recognized by management and 
labor with respect to such work; (ii) the degree of risk involved to such 
employee’s health, safety, and morals; (ii) his physical fitness and 
prior training; (iv) his experience and pr ior earnings; (v) his length of 
unemployment and prospects for securing work in his customary 
occupation; and (vi) the distance of the available work from his 
residence and from his most recent work. 

(e) For the purposes of section 4(a—2)(i) or section 4(a—3) (i) of this 
Act, no voluntary leaving of work shall be deemed to have been 
without good cause if the Board finds that such work would not have 
been suitable for the purposes of section 4(a~2) (ii) of this Act. 

+ * « * * 7 * 


CONTRIBUTIONS 


Sec. 8. (a) Every employer shall pay a contribution, with respect 
to having employees in his service, equal to the percentage determined 
as set forth below of so much of the compensation as is not in excess 
of $300 for any calendar month paid by him to any employee for 
services rendered to him after June 30, 1939, and before July 1, 1954, 
and is not in excess of $350 for any calendar month paid by him to 
any employee for services rendered to him after June 30, 1954, and 
before the effective date of the Railroad Employees Benefits Act of 1959, 
and is not in excess of $400 for any calendar month paid by him to any 
employee for services rendered to him on or after such effective date: Pro- 
vided, however, That if compensation is paid to an employee by more 
than one employer with respect to any such calendar month, the 
contributions required by this subsection shall apply to not more than 
$300 for any month before July 1, 1954, and to not more than $350 
for any month after June 30, 1954, and before the effective date of the 
Railroad Employees Benefits Act of 1959, and to not more than $400 for 
any month which begins on or after such effective date, of the aggregate 
compensation paid to said employee by all said employers with re- 
spect to such calendar month, and each employer other than a sub- 
ordinate unit of a national railway-labor-organization employer shall 
be liable for that proportion of the contribution with respect to such 
compensation paid by all such employers which the compensation paid 
by him after December 31, 1946, to the employee for services a 
any calendar month after 1946 bears to the total compensation pai 
by all such employers after December 31, 1946, to such employee for 
services rendered during such month; and in the event that the com- 
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pensation so paid by such employers to the employee for services 
rendered during such month is less than $300 if such month is before 
July 1, 1954, or less than $350 if such month is after June 30, 1954, 
and before the effective date of the Railroad Employees Benefits Act of 
1959, or less than $400 if such month begins on or after such effective date, 
each subordinate unit of a national railway-labor-organization em- 
ployer shall be liable for such proportion of any additional contribu- 
tion as the compensation paid by such employer after December 31, 
1946, to such employee for services rendered during such month bears 
to the total compensation paid by all such employers after December 
31, 1946, to such employee for services rendered during such month: 

1. With respect to compensation paid prior to January 1, 1948, 
the rate shall be 3 per centum; 

2. With respect to compensation paid after [December 31, 1947] 
the effective date of the Railroad Employees Benefits Act of 1959, the rate 


shall be as follows: 
The rate with respect 
to compensation 
If the balance to the credit of the railroad unemployment _ paid during the next 


insurance account as of the close of business on Septem- suceeding calendar 
ber 30 of any year, as determined by the Board is: year shall be: 
([$450,000,000 or more-__-_--- dhe esha ss phresite Ddu bist 3s spekp uiby 44 percent 
$400,000,000 or more but less than $450,000,000______...------- 1 percent 
$350,000,000 or more but less than $400,000,000____._-..-.----- 14 percent 
$300,000,000 or more but less than $350,000,000_______.--_------ 2 percent 
$250,000,000 or more but less than $300,000,000__.__...-------- 2% percent 
Lees then $250,000,000. . 4 66.5 evap cee dpsncs weed uchsenee 3 percent] 
RT i os cereale slates le nh aduinst eeiauaite ied 1% percent 
$400,000,000 or more but less than $450,000,000__......------------ 2 percent 
$350,000,000 or more but less than $400,000,000____.----.---------- 2% percent 
$300,000,000 or more but less than $350,000,000___.._--.---.L-+----- 3 percent 
Beas than; $900,000000 455 < ies Coleicn Joe cee ein sey fi ge- nein 3% percent 


As soon as practicable following the enactment of this Act, the 
Board shall determine and proclaim the balance to the credit of the 
account as of the close of business on September 30, 1947, and on or 
before December 31 of 1948 and of each succeeding year, the Board 
shall determine and proclaim the balance to the credit of the account 
as of the close of business on September 30 of such year; and in deter- 
mining such balance as of September 30 of any year, the balance to the 
credit of the railroad unemployment insurance administration fund 
as of the close of business on such date shall be deemed to be a part of 
the balance to the credit of such account. 

(b) Each: employee representative shall pay, with respect to his 
income, a contribution equal to [3 per centum] 3% per centum of so 
much of the compensation of such employee representative as is not 
in excess of $300 for any calendar month, paid to him for services per- 
formed as an employee representative after June 30, 1939, and before 
July 1, 1954, and as is not in excess of $350 paid to him for services 
rendered as an employee representative in any calendar month after 
June 30, 1954, and before the effective date of the Railroad Employees 
Benefits Act of 1959, and as is not in excess of $400 paid to him for 
services rendered as an employee representative in any calendar month 
which begins on or after such effective date. The compensation of an 
employee representative and the contribution with respect thereto 
shall be determined in the same manner and with the same effect as 
if the employee organization by which such employee representative 
is employed were an employer as defined in this Act. 
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(c) In the payment of any contribution under this Act, a fractional 
part of a cent shall be disregarded unless it amounts to one-half cent 
or more, in which case it shall be increased to one cent. 

(d) If more or less than the correct amount of the contribution 
required by this section is paid with respect to any compensation, 
then, under regulations prescribed under this Act by the Board, 
proper adjustments with respect to the contribution shall be made, 
without interest, in connection with subsequent contribution payments 
made under this Act by the same employer or employee representa- 
tive. 

(e) If more or less than the correct amount of the contribution 
required by this section is paid with respect to any compensation and 
the overpayment or underpayment of the contribution cannot be 
adjusted under subsection (d) of this section, the amount of the over- 
payment shall be refunded from the account, or the amount of the 
underpayment shall be collected, in such manner and at such times 
(subject to the statute of limitations properly applicable thereto) 
as may be prescribed by regulations of the Board. 

(f) The contributions required by this Act shall be collected by 
the Board and shall be deposited by it with the Secretary of the 
Treasury of the United States, such part thereof as equals 0.2 per 
centum of the total compensation on which such contributions are 
based to be deposited to the credit of the fund and the balance to 
be deposited to the credit of the account. 

(zg) The contributions required by this Act shall be collected and 
paid quarterly or at such other times and in such manner and under 
such conditions not inconsistent with this Act as may be prescribed 
by regulations of the Board, and shall not be deducted, in whole or 
in part, from the compensation of employees in the employer’s em- 
ploy. If a contribution required by this Act is not paid when due, 
there shall be added to the amount payable (except in the case of 
adjustments made in accordance with the provisions of this Act) 
interest at the rate of 1. per centum per month or fraction of a month 
from the date the contribution became due until paid. Any interest 
collected pursuant to this subsection shall be credited to the account. 

(h) All provisions of law, including penalties, applicable with 
respect to any tax imposed by section 1800 or 2700 of the Internal 
Revenue Code, and the provisions of section 3661 of such code, inso- 
far as applicable and not inconsistent with the provisions of this Act, 
shall be applicable with respect to the contributions required by this 
Act: Provided, That all authority and functions conferred by or 

ursuant to such provisions upon any officer or employee of the 
nited States, except the authority to institute and prosecute, and 
the function of insituting and prosecuting, criminal proceedings, 
shall, with respect to such contributions, be vested in and exercised 
by the Board or such officers and employees of the Board as it may 
designate therefor. 
* * * * * 


* * 








RAILROAD UNEMPLOYMENT INSURANCE ACCOUNT 


Sec. 10. (a) The Secretary of the Treasury shall maintain in the 
unemployment trust fund established pursuant to section 904 of the 
Social Security Act an account to be known as the railroad unemploy- 
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ment insurance account. ‘This account shall consist of (i) such part 
of all contributions collected pursuant to section 8 of this Act as is 
in excess of 0.2 per centum of the total compensation on which such 
contributions are based, together with all interest collected pursuant 
to section 8(g) of this Act; (ii) all amounts transferred or paid into 
the account pursuant to section 13 or section 14 of this Act; (iii) all 
additional amounts appropriated to the account in accordance with 
any provision of this Act or with any provision of law now or here- 
after adopted; (iv) a proportionate part of the earnings of the un- 
employment trust fund, computed in accordance with the provisions 
of section 904(e) of the Social Security Act; (v) all amounts realized 
in recoveries for overpayments or erroneous payments of benefits; 
(vi) all amounts transferred thereto pursuant to section 11 of this 
Act; (vii) all fines or penalties collected pursuant to the provisions of 
this Act; and (viii) all amounts credited thereto pursuant to section 
2(f) or section 12(g) of this Act. Notwithstanding any other pro- 
vision of law, all moneys credited to the account shall be mingled and 
undivided, and are hereby permanently appropriated to the Board to 
be continuously available to the Board without further appropriation, 
for the payment of benefits and refunds under this Act, and no part 
thereof shall lapse at any time, or be carried to the surplus fund or 
any other fund. 

(b) All moneys in the account shall be used solely for the payment 
of the benefits and refunds provided for by this Act. The Board shall, 
from time to time, certify to the Secretary of the Treasury the name 
and address of each person or company entitled to receive benefits or 
a refund payment under this Act, the amount of such payment, and 
the time at which it shail be made. Prior to audit or settlement by 
the General Accounting Office, the Secretary of the Treasury, through 
the Division of Disbursements of the Treasury Department, shall 
make payments from the account directly to such person or company 
of the amount of benefits or refund so certified by the Board: Pro- 
vided, however, That if the Board shall so request, the Secretary of the 
Treasury, through the Division of Disbursements of the Treasury De- 

artment, shall transmit benefits payments to the Board for distri- 
ution by it through employment offices or in such other manner as 
the Board deems proper. 

_ (ce) The Board shall include in its annual report to Congress a 
statement with respect to the status and operation of the account. 

{(d) The Secretary of the Treasury is hereby directed to advance 
to the credit of the account such sums, but not more than $25,000,000, 
as the Board requests for the purpose of paying benefits. Such sums 
shall be repaid from the account on January 1, 1941, or at such earlier 
time as the Board may, by agreement with the Secretary of the 
Treasury, determine. ] 

(d) Whenever the Board finds at any time that the balance in the rail- 
road unemployment insurance account will be insufficient to pay the 
benefits and refunds which it estimates are due, or will become due, under 
this Act, it shall request the Secretary of the Treasury to transfer from the 
railroad retirement account to the credit of the railroad unemployment 
insurance account such moneys as the Board estimates would be neces- 
sary for the payment of such benefits and refunds, and the Secretary shall 
make such transfer. Whenever the Board finds that the balance in the 
railroad unemployment insurance account, without regard to the amounts 
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transferred pursuant to the neat preceding sentence, is sufficient to pay 
such benefits and refunds, it shall request the Secretary of the Treasury to 
retransfer from the railroad unemployment insurance account to the 
credit of the railroad retirement account such moneys as in its judgment 
are not needed for the payment of such benefits and refunds, plus interest 
at the rate of 3 per centum per annum, and the Secretary shall make such 
retransfer. In determining the balance in the railroad unemployment 
insurance account as of September 30 of any year pursuant to section 
8(a) (2) of this Act, any moneys transferred from the railroad retirement 
account to the credit of the railroad unemployment insurance account 
which have not been retransferred as of such date from the latter account 
to the credit of the former, plus the interest accrued thereon to that date, 
shall be disregarded. 

(e) Section 904(a) of the Social Security Act is hereby amended 
to read as follows: ‘“There is hereby established in the Treasury of 
the United States a trust fund to be known as the ‘Unemployment 
Trust Fund,’ hereinafter in this title called the ‘Fund.’ The Secre- 
tary of the Treasury is authorized and directed to receive and hold 
in the Fund all moneys deposited therein by a State agency from a 
State unemployment fund, or by the Railroad Retirement Board to 
the credit of the railroad unemployment insurance account or the 
railroad unemployment insurance administration fund, or otherwise 
deposited in or credited to the Fund or any account therein. Such 
deposit may be made directly with the Secretary of the Treasury or 
with any Federal Reserve bank or member bank of the Federal Reserve 
System designated by him for such purpose.” 

(f) Section 904(e) of the Social Security Act is hereby amended 
to read as follows: ‘“The Fund shall be invested as a single fund, 
but the Secretary of the Treasury shall maintain a separate book 
account for each State agency, the Federal unemployment account, 
the railroad unemployment insurance account, and the railroad unem- 
ployment insurance administration fund, and shall credit quarterly 
on March 31, June 30, September 30 and December 31, of each year, 
to each account on the basis of the average daily balance of such 
account, a proportionate part of the earnings of the Fund for the 
quarter ending on such date.”’ 

(g) Section 904(f) of the Social Security Act is hereby amended 
by adding thereto the following sentence: ‘“The Secretary of the Treas- 
ury is authorized and directed to make such payments out of the rail- 
road unemployment insurance account for the payment of benefits, 
and out of the railroad unemployment insurance administration fund 
for the payment of administrative expenses, as the Railroad Retire- 
ment Board may duly certify, not exceeding the amount standing to 
the credit of such account or such fund, as the case may be, at the time 
of such payment.” 

* * 





* * * 






* * 


DUTIES AND POWERS OF THE BOARD 





Sgc. 12. (a) For the purpose of any investigation or other proceed- 
ing relative to the determination of any right to benefits, or relative 
to any other matter within its jurisdiction under this Act, the Board 
shall have the power to issue subpenas requiring the attendance and 
testimony of witnesses and the production of any evidence, documen- 
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tary or otherwise, that relates to any matter under investigation or 
in question, before the Board or any member, employee, or representa- 
tive thereof. Any member of the Board or any of its employees or 
representatives designated by it may administer oaths and affirma- 
tions, examine witnesses, and receive evidence. Such attendance of 
witnesses and production of evidence may be required from any place 
in the United States or any Territory or possession thereof at any 
designated place of hearing. All subpenas may be served and returned 
by anyone authorized by the Board in the same manner as is now pro- 
vided by law for the service and return by United States marshals 
of subpenas in suits in equity. Such service may also be made by 
registered mail and in such case the return post-office receipt shall 
be proof of service. Witnesses summoned in accordance with this sub- 
section shall be paid the same fees and mileage as are paid witnesses 
in the district courts of the United States. 

(b) In case of contumacy by, or refusal to obey a subpena law- 
fully issued to, any person, the Board may invoke the aid of the dis- 
trict court of the United States or the United States courts of any 
Territory or possession, where such person is found or resides or is 
otherwise subject to service of process; or the District Court of the 
United States for the District of Columbia if the investigation or 
proceeding is being carried on in the District of Columbia, or the 
District Court of the United States for the Northern District of 
Illinois, if the investigation or proceeding is being carried on in the 
Northern District of Illinois, in requiring the attendance and testi- 
mony of witnesses and the production of evidence. Any such court 
shall issue an order requiring such person to appear before the Board 
or its specified employee or representative at the place specified in the 
subpena of the Board, whether within or without the judicial district 
of the court, there to produce evidence, if so ordered, or there to give 
testimony concerning the matter under investigation or in question; 
and any failure to obey such order of the court may be punished by 
said court as a contempt thereof. All orders, writs, and processes in 
any such proceeding may be served in the judicial district of the dis- 
trict court issuing such order, writ, or process, except that the orders 
writs, and processes of the District Court of the United States for 
the District of Columbia or of the District Court of the United States 
for the Northern District of Illinois in such proceedings may run and 
be served anywhere in the United States. 

(c) No person shall be excused from attending or testifying in 
obedience to a subpena issued under this Act or from complying with 
any subpena duces tecum issued under this Act, on the ground that 
the testimony or evidence, documentary or otherwise, required of him 
may tend to incriminate him or subject him to a penalty or forfeiture; 
but no person shall be prosecuted or subjected to any penalty or for- 
feiture for or on account of any transaction, matter, or thing con- 
cerning which he is compelled, after having claimed his privilege 
against self-incrimination, to testify or produce evidence, documen- 
tary or otherwise, but such person so testifying shall not be exempt 
from prosecution and punishment for perjury committed in so 
testifying. 

(d) Information obtained by the Board in connection with the 
administration of this Act shall not be revealed or open to inspection 


87901—59-6 





82 AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


nor be published in any manner revealing an employee’s identity; 
Provided, however, That (i) the Board may arrange for the exchange 
of any information with governmental agencies engaged in functions 
related to the administration of this Act; (ii) the Board may disclose 
such information in cases in which the Board finds that such disclosure 
is clearly in furtherance of the interest of the employee or his estate; 
and (iii) any claimant of benefits under this Act shall, upon his 
request, be supplied with information from the Board’s records pertain- 
ing to his claim. 

(e) The Board shall provide for the certification of claims for 
benefits and refunds and may arrange total or partial settlements at 
such times and in such manner as may appear to the Board to be 
expedient. The Board shall designate and authorize one or more of 
its employees to sign vouchers for the payment of benefits and refunds 
under this Act. Each such employee shall give bond, in form and 
amount fixed by the Board, conditioned upon the faithful performance 
of his duties. The premiums due on such bonds shall be paid from 
the fund and deemed to be a part of the expenses of administering 
this Act. 

(f) The Board may cooperate with or enter into agreement with the 
appropriate agencies charged with the administration of State, Terri- 
torial, Federal, or foreign unemployment-compensation, sickness, or 
maternity laws or employment offices, with respect to investigations, 
the exchange of information and services, the establishment, mainte- 
nance, and use of free employment service facilities, and such other 
matters as the Board deems expedient in connection with the admin- 
istration of this Act, and may compensate any such agency for services 
or facilities supplied to the Board in connection with the administra- 
tion of this Act. The Board may enter also into agreements with 
any such agency, pursuant to which any unemployment, sickness, or 
maternity benefits provided for by this Act or any other unemploy- 
ment-compensation, sickness, or maternity law, may be paid through 
a single agency to persons who have, during the period on the basis 
of which eligibility for and duration of benefits is determined under 
the law administered by such agency or under this Act, or both, per- 
formed services covered by one or more of such laws, or performed 
services which constitute employment as defined in this Act: Provided 
That the Board finds that any such agreement is fair and reasonable 
as to all affected interests. 

(g) In determining whether an employee has qualified for benefits 
in accordance with section 3(a) of this Act, and in determining the 
amounts of benefits to be paid to such employee in accordance with 
sections 2(a) and 2(c) of this Act, the Board is authorized to con- 
sider as employment (and compensation therefor) services for hire 
other than employment (and remuneration therefor) if such services 
for hire are subject to an unemployment, sickness, or maternity com- 
pensation law of any State, provided that such State has agreed to 
reimburse the United States such portion of the benefits to be paid 
upon such basis to such employee as the Board deems equitable. Any 
amounts collected pursuant to this paragraph shall be credited to 
the account. 

If a State, in determining whether an employee is eligible for un- 
employment, sickness, or maternity benefits under an unemployment, 
sickness, or maternity compensation law of such State, and in deter- 
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mining the amouaot of unemployment, sickness, or maternity benefits 
to be paid to such employee pursuant to such unemployment, sickness, 
or maternity compensation law, considers as services for hire (and 
remuneration therefor) included within the provisions of such un- 
employment, sickness, or maternity compensation law, employment 
(and compensation therefor), the Board is authorized to reimburse 
such State such portion of such unemployment, sickness, or maternity 
benefits as the Board deems equitable; such reimbursements shall be 
paid from the account, and are included within the meaning of the 
word ‘‘benefits’’ as used in this Act. 

(h) The Board may enter into agreements or arrangements with 
employers, organizations of employers, and railway-labor organiza- 
tions which are duly organized in accordance with the provisions of 
the Railway Labor Act, for securing the performance of services or 
the use of facilities in connection with the administration of this Act, 
and may compensate any such employer or organization therefor 
upon such reasonable basis as the Board shall prescribe, but not to 
exceed the additional expense incurred by such employer or organiza- 
tion by reason of the performance of such services or making avail- 
able the use of such facilities pursuant to such agreements or arrange- 
ments. Such employers and organizations, and persons employed by 
either of them, shall not be subject to the Act of Congress approved 
March 3, 1917 (39 Stat. 1106, ch, 163, see. 1). 

(i) The Board may establish, maintain, and operate free employ- 
ment offices, and may designate as free employment offices facilities 
maintained by (i) a railway labor organization which is duly author- 
ized and designated to represent employees in accordance with the 
Railway Labor Act, or (ii) any other labor organization which has 
been or may be organized in accordance with the provisions of the 
Railway abot Act, or (iii) one or more employers, or (iv) an organ- 
ization of employers, or (v) a group of such employers and labor 
organizations, or (vi) a State, Territorial, foreign, or the Federal 
Government. ‘The Board may also enter into agreements or arrange- 
ments with one or more employers or railway labor organizations 
organized in accordance with the provisions of the Railway Labor 
Act, pursuant to which notice of the availability of work and the 
rights of employees with respect to such work under agreements 
between such employers and railway labor organizations may be filed 
with employment offices and pursuant to which employees registered 
with employment offices may be referred to such work. 

The Board shall prescribe a procedure for registration of unem- 
ployed employees at employment offices. Such procedure for regis- 
tration shall be prescribed with a view to such registration affording 
substantial evidence of the days of unemployment of the employees 
who register. The Board may, when such registration is made per- 
sonally by an employee, accept such registration as initial proof of 
unemployment sufficient to certify for payment a claim for benefits. 

The Board shall provide a form or forms for statements of sickness 
and a procedure for the execution and filing thereof. Such forms and 
procedure shall be designed with a view to having such statements 

rovide substantial evidence of the days of sickness of the employee 
and, in case of maternity sickness, the expected date of birth and the 
actual date of birth of the child]. Such statements may be executed 
by any doctor (authorized to practice in the State or foreign jurisdic- 
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tion in which he practices his profession) or any officer or supervisory 
employee of a hospital, clinic, group health association, or other similar 
organization, who is qualified under such regulations as the Board 
may prescribe to execute such statements. The Board shall issue 
regulations for the qualification of such persons to execute such 
statements. When so executed by any such person, or in the dis- 
cretion of the Board, by others designated by the Board individually 
or by groups, they may be accepted as initial proof of days of sickness 
sufficient to certify for payment a claim for benefits. 

The regulations of the Board concerning registration at employ- 
ment offices by unemployed persons may provide for group registra- 
tion and reporting, through employers, and need not be uniform with 
respect to different classes of employees. 

The operation of any employment facility operated by the Board 
shall be directed primarily toward the reemployment of employees 
who have theretofore been substantially employed by employers. 

(j) The Board may appoint national or local advisory councils 
composed of equal numbers of representatives of employers, repre- 
sentatives of employees, and persons representing the general public, 
for the purpose of discussing problems in connection with the admin- 
istration of this Act and aiding the Board in formulating policies. 
The members of such councils shall serve without remuneration, but 
shall be reimbursed for any necessary traveling and subsistence 
expenses or on a per diem basis in lieu of subsistence expenses. 

(k) The Board, with the advice and aid of any advisory council 
appointed by it, shall take appropriate steps to reduce and prevent 
unemployment and loss of earnings; to encourage and assist in the 
adoption of practical methods of vocational training, retraining, and 
vocational guidance; to promote the reemployment of unemployed 
employees; and to these ends to carry on and publish the results of 
investigations and research studies. 

(l) In addition to the powers and duties expressly provided, the 
Board shall have and exercise all the powers and duties necessary to 

administer or incidental to administering this Act, and in connection 
therewith shall have such of the powers, duties, and remedies provided 
in section 10(b)(4) of the Railroad Retirement Act of 1937, with 
respect to the administration of said Act, as are not inconsistent with 
the express provisions of this Act. A person in the employ of the 
Board under section 205 of the Act of Congress approved June 24, 
1937 (50 Stat. 307), shall acquire a competitive classified civil-service 
status if, after recommendation by the Board to the Civil Service 
Commission, he shall pass such noncompetitive tests of fitness as the 
Civil Service Commission may prescribe. A person in the employ of 
the Board on June 30, 1939, and on June 30, 1940, and who has had 
experience in railroad service, shall acquire a competitive classified 
civil-service status if, after recommendation by the Board to the Ctvil 
Service Commission, he shall pass such noncompetitive tests of fit- 
ness for the position for which the Board recommends him as the 
Civil Service Commission may prescribe. 

The Board may employ such persons and provide for their remuner- 
ation and expenses, as may be necessary for the proper administration 
of this Act. Such persons shall be employed and their remuneration 
prescribed in accordance with the civil-service laws and the Classifica- 
tion Act of 1949, as amended: Provided, That all positions to which 
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such persons are appointed, except one administrative assistant to 
each member of the Board, shall be in and under the competitive 
civil service and shall not be removed or excepted therefrom: Pro- 
vided, That in the employment of such persons the Board shall give 
preference, as between applicants attaining the same grades, to per- 
sons who have had experience in railroad service, and notwithstanding 
any other provisions of law, rules, or regulations, no other preferences 
shall be given or recognized: And provided further, That certification 
by the Civil Service Commission of persons for appointment to any 
positions at minimum salaries of $4,600 per annum, or less, shall, if 
the Board so requests, be upon the basis of competitive examinations, 
written, oral or both, as the Board may request: And provided fur- 
ther, That, for the purpose of registering unemployed employees who 
reside in areas in which no employer facilities are located, or in which 
no employer will make facilities available for the registration of such 
employees, the Board may, without regard to civil-service laws and 
the Classification Act of 1923, appoint persons to accept, in such areas, 
registration of such employees and perform services incidental thereto 
and may compensate such persons on a piece-rate basis to be deter- 
mined by the Board. Notwithstanding the provisions of the Act of 
June 22, 1906 (34 Stat. 449), or any other provision of law, the Board 
may detail employees from stations outside the District of Columbia 
to other stations outside the District of Columbia or to service in the 
District of Columbia, and may detail employees in the District of 
Columbia to service outside the District of Columbia: Provided, That 
all details hereunder shall be made by specific order and in no case for 
a period of time exceeding one hundred and twenty days. Details so 
made may, on expiration, be renewed from time to time by order of 
the Board, in each particular case, for periods not exceeding one 
hundred and twenty days. 

(m) The Board is authorized to delegate to any member, officer, 
or employee of the Board any of the powers conferred upon the 
Board by this Act, excluding only the power to prescribe rules and 
regulations. 

(n) Any employee claiming, entitled to, or receiving sickness bene- 
fits under this Act may be required to take such examination, physical, 
medical, mental, or otherwise, in such manner and at such times and 
by such qualified individuals, including medical officers or employees 
of the United States or a State, as the Board may prescribe. The 
place or places of examination shall be reasonably convenient for the 
employee. No sickness [or maternity] benefits shall be payable 
under this Act with respect to any period during which the employee 
unreasonably refuses to take or willfully obstructs an examination as 
prescribed by the Board. 

Any doctor who renders any attendance, treatment, attention, or 
eare, or performs any examination with respect to a sickness of an 
oa [or as to the expected date of birth of a female employee’s 
child, or the birth of such a child], upon which a claim or right to bene- 


fits under this Act is based, shall furnish the Board, in such manner 
and form and at such times as the Board by regulations may prescribe, 
information and reports relative thereto and to the condition of the 
employee. An application for sickness [or matérnity] benefits under 
this Act shall contain a waiver of any doctor-patient privilege that 
the employee may have with respect to any sickness [or maternity 
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period] upon which such application is based: Provided, That such 
information shall not be disclosed by the Board except in a court 
proceeding relating to any claims for benefits by the employee under 
this Act. 

The Board may enter into agreements or arrangements with 
doctors, hospitals, clinics, or other persons for securing the examina- 
tion, physical, medical, mental, or otherwise, of employees claiming, 
entitled to, or receiving sickness [or maternity] benefits under this 
Act and the performance of services or the use of facilities in connec- 
tion with the execution of statements of sickness. The Board may 
compensate any such doctors, hospitals, clinics, or other persons upon 
such reasonable basis as the Board shall prescribe. Such doctors, 
hospitals, clinics, or other persons and persons employed by any of 
them shall not be subject to the Act of Congress approved March 3, 
1917 (39 Stat. 1106, ch. 163, sec. 1). In the event that the Board 
pays for the physical or mental examination of an employee or for 
the execution of a statement of sickness and such employee’s claim 
for benefits is based upon such examination or statement, the Board 
shall deduct from any sickness [or maternity] benefits payable to 
the employee pursuant to such claim such amount as, in the judgment 
of the Board, is a fair and reasonable charge for such examination or 
execution of such statement. 

(o) Benefits payable to an employee with respect to days of sickness 
shall be payable regardless of the hability of any person to pay dam- 
ages for such infirmity. The Board shall be entitled to reimbursement 
from any sum or damages paid or payable to such employee or other 
person through suit, compromise, settlement, judgment, or otherwise 
on account of any liability (other than a liability under a health, sick- 
ness, accident, or similar insurance policy) based upon such infirmity, 
to the extent that it will have paid or will pay benefits for days of sick- 
ness resulting from such infirmity. Upon notice to the person against 
whom such right or claim exists or is asserted, the Board shall have 
a lien upon such right or claim, any judgment obtained thereunder, 
and any sum or damages paid under such right or claim, to the extent 
of the amount to which the Board is entitled by way of reimbursement. 

(p) The Board may, after hearing, disqualify any person from 
executing statements of sickness who the Board finds, (i) will have 
solicited, or will have employed another to solicit, for himself or for 
another the execution of any such statement, or (ii) will have made 
false or misleading statements to the Board, to any employer, or to 
any employee, in connection with the awarding of any benefit under 
this Act, or (iii) will have failed to submit medical reports and records 
required by the Board under this Act, or will have failed to submit 
any other reports, records, or information required by the Board in 
connection with the administration of this Act or any other Act here- 
tofore or hereafter administered by the Board, or (iv) will have 
engaged in any malpractice or other professional misconduct. No fees 
or charges of any kind shall accrue to any such person from the Board 
after his disqualification: 

(q) The Board shall engage in and conduct research projects, in- 
vestigations, and studies with respect to the cause, care, and preven- 
tion of, and benefits for, accidents and disabilities and other subjects 
deemed by the Board to be related thereto, and shall recommend 
legislation deemed advisable in the light of such research projects, 
investigations, and studies. 
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APPENDIX 





RatLRoap RETIREMENT Boarp, 
Chicago, Ill., January 26, 1959. 

Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Dear Mr. Harris: This is the report of the Railroad Retirement 
Board on the bill H.R. 1012 which was requested by your committee. 

The bill would amend the Railroad Retirement Act, the Railroad 
Retirement Tax Act, and the Railroad Unemployment Insurance Act 
in the following respects: 


RAILROAD RETIREMENT ACT 


1. Annuities (including spouse and survivor annuities), pensions, 
and lump sums (other than the “residual”? lump sum) would be 
increased generally by 10 percent. The increase would be slightly 
more than that for most employee retirement annuities and survivor 
annuities computed under the regular railroad retirement formulas 
(as much as 1.4 percent more for some survivor benefits), because the 
increased percentages proposed by the bill in these formulas reflect 
“rounding out’’ the result, after application of an exact 10 percent 
increase in the computation factors. 

2. The maximum amount of compensation creditable under the 
Railroad Retirement Act for a month would be increased from $350 
to $400 effective with respect to service rendered after December 31, 
1958. 

3. The privilege now available to any employee with 30 years of 
service of electing to receive a reduced annuity to begin after age 60 
and before age 65 would be available to women employees with 10 
years of service at age 62, and, at the same age, to wives or husbands 
of annuitants. The reduction would be by one one-hundred-and- 
eightieth for each calendar month the beneficiary is under age 65. 

4. The earnings test now applicable to disability annuitants, under 
which any disability annuitant under age 65 does not receive an an- 
nuity for any month in which he is paid more than $100 in earnings, 
would be modified by the addition of a provision that if the annuitant’s 
earnings in any calendar year do not exceed $1,200, the annuity other- 
wise not payable because of his earnings in any month in that year, 
would become payable. Earnings from employment with an ‘‘em- 

loyer’’ under the act or for the annuitant’s “last employer” before 

e retired, would not count toward this $1,200 maximum. (No an- 
nuities are payable for months of such earnings by virtue of another 
provision of. section 2(d) of the Railroad Retirement Act.) Even if 
the annuitant’s earnings exceed $1,200 in any year, loss of annuity 
would not exceed 1 month’s annuity for each $100 or less (if more 
than $50) that the annuitant earned in excess of $1,200. 
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5. The formula for computing the “residual” lump sum would be 
amended in conformity with amendments proposed to the Railroad 
Retirement Tax Act (increasing as of January 1, 1959, the tax rate 
on employees to 6% percent and to 7% percent after December 31, 
1961, and the maximum amount of compensation subject to the tax 
after December 31, 1958, to $400) by increasing the percentage factor 
applicable to compensation after 1958 to 7% percent and to 8 percent 
after 1961, and increasing the maximum amount of compensation for 
any month to which such factors are applicable from $350 to $400 
for any month after December 31, 1958. 

6. The changes made by the bill would be effective with respect. to 
all annuities payable for months after December 1958, to pensions due 
in calendar months after January 1959, and to lump sums payable 
with respect to deaths occurring after 1958. 


RAILROAD RETIREMENT TAX ACT 


The bill would increase the tax rate on employees and employers 
from 6% percent to 6% percent after December 31, 1958, and to 
7% percent after December 31, 1961, and make the tax applicable to 
$400 instead of $350 of the employee’s compensation earned in any 
month after December 1958. ‘The tax rate would be increased with 
respect to compensation paid after 1964 by the same number of 
percentage points (or fractions of percentage points) by which the 
then current social-security-tax rate exceeds 2% percent. 

The tax rate on employee representatives would be increased from 
12% to 13% percent after December 31, 1958, and to 14% percent 
after December 31, 1961, and the tax base also raised to $400. This 
tax rate would also be increased with respect to compensation paid 
after 1964, just as in the case of the employer and employee, but this 
increase would be by twice the number of percentage points (or frac- 
tions of points) that the then current social-security-tax rate exceeds 
2% percent. 

RAILROAD UNEMPLOYMENT INSURANCE ACT 


1. A new schedule of daily benefit rates for both unemployment 
and sickness benefits ranging up to $1.70 higher than present rates 
would be provided. The alternative rate, which is now 50 percent 
of the employee’s daily rate of pay in his last employment with an 
employer in the “base’’ year, would be increased to 60 percent of 
such daily rate of pay. The maximum daily benefit rate would be 
increased from $8.50 to $10.20. These increases would be effective 
with respect to benefits payable in general benefit years after the 
benefit year ending on June 30, 1958, and in extended benefit periods, 
described below, as early as January 1, 1958. 

2. The maximum amount of compensation for a month, for which 
credit would be given and contributions required, would be increased 
from $350 to $400, effective with respect to compensation paid for 
service rendered in calendar months after December 1958. 

3. The minimum amount of earnings in a ‘‘base’’ year which would 
qualify an employee for benefits would be increased from $400 to $500, 
effective with respect to “‘base’’ years after 1957. 

4. An employee with 10 or more years of railroad service who is 
out of work through no fault of his own and has exhausted current 





ad 
ite 
31, 
ax 


or 
nt 
or 
00 


to 
ue 
le 


to 


DD 
of 


1e 


it 
is 
id 
is 
R= 
ls 


S 
it 
n 


f 


Oo @® 


~~ 


—>_ 


SP EAT ARSED! AS a LEBEN EE 


SS NUTT 





AMENDMENTS TO THE RAILROAD RETIREMENT ACT 89 


tights to normal unemployment benefits, would receive additional 
benefits during an extended benefit period. The duration of such 
extended benefit period would be for an employee with less than 15 
years of service 7 successive periods of 14 days each but would be 
limited to benefits for 65 days of unemployment, and for an employee 
with over 15 years of service 13 successive periods of 14 days each 
with a limitation of benefits to 130 days of unemployment. 

5. For an employee with 10 or more years of service who did not 
voluntarily leave work without good cause or voluntarily retire and 
who is not a “qualified employee” for the current benefit year but 
would be for the next succeeding benefit year such year begins on 
the first day of the month in which a period of 14 or more consecutive 
days of unemployment begins. 

6. An employee with less than 10 years of service who, after June 
30, 1957, has exhausted his rights to unemployment benefits may be 
paid benefits for days of unemployment not exceeding 65 which 
occur on and after June 19, 1958, and before April 1, 1959, if for such 
days he would not be otherwise entitled to benefits, except that an 
employee who has established a first claim for benefits under the 
Temporary Unemployment Compensation Act of 1958 would not 
be entitled to benefits under this provision. 

7. The maximum number of days of unemployment in the first 
registration period in a benefit year for which benefits may be paid 
would be increased from 7 to 10, the same as it is now with respect 
to all subsequent registration periods. 

8. Sundays and other holidays would be treated the same as other 
days for unemployment benefit purposes. 

9. To provide funds for the additional benefits that are proposed, 
the bill, in addition to raising the maximum taxable earnings for a 
month from $350 to $400 and increasing from $400 to $500 the mini- 
mum earnings in a base year which would qualify a worker for benefits 
in the benefit year, as stated above, would provide for a contribution 
or tax rate of not less than 1% percent when the money in the railroad 
unemployment insurance account totals $450 million or more, which 
rate would be raised, by steps, to 3% percent when the money in the 
account falls below $300 million. The provision for increase in the 
contribution rate would be effective as of January 1, 1959, and would 
apply only with respect to compensation paid for services rendered 
after December 31, 1958. 


IMMEDIATE EFFECT OF AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


Employee annuities 

An estimated 355,000 employee annuities, averaging $117, in course 
of payment on January 1, 1959, would be increased by 10 percent to 
an average of almost $129. 

For an employee retiring on January 1, 1959, the maximum annuity 
that could be paid would rise from about $186 to $204. Subsequently, 
after the new $400 ceiling on taxable earnings goes into effect, the 
maximum would rise slowly up to the end of 1966. Thereafter, the 
maximum will rise more rapidly since more than 30 years of service 
will become creditable toward annuities. 

An estimated 44,500 retirement annuity awards, averaging about 
$139, would be made in calendar year 1959. These figures include 
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about 500 awards to women employees aged 62-64 who would elect 
to accept a reduced annuity. 


Spouse annuities 


An estimated 129,000 spouses on the rolls on January 1, 1959, 
would also have their annuities increased by 10 percent. The average 
spouse annuity in current-payment status on January 1, 1959, would 
be increased to about $57. The estimated 16,000 unreduced spouse 
annuities to be awarded in calendar year 1959 would average $56. 
The new maximum spouse annuity would be $65.50 in January 1959, 
and would increase to $66.60 in February 1959, and to $69.90 in 
February 1960. 

There are an estimated 36,000 spouses aged 62-64 who could elect 
to receive reduced spouse annuities. In the absence of specific 
experience and for the purposes of this report, it has been arbitrarily 
assumed that about three-fourths of them or 27,000 would choose to 
accept such reduced benefits. The reduced benefits would average 
about $50. 

Pensions 

An estimated 1,400 pensioners on the rolls on January 1, 1959, 
would receive 10-percent increases, bringing their average benefit to 
about $91 compared with the average of $82 under the present law. 
Survivor annuities 

The estimated 239,000 survivor benefits in current-payment status 
on January 1, 1959, would be increased at least 10 percent. The 
maximum basic amount possible on January 1, 1959, under the new 
formula would be $79, while the maximum family benefits would be 
$193.60 and $279 under the railroad retirement and social security 
guarantee formulas, respectively. 

An estimated 18,000 insurance lump-sum benefits would be paid in 
the calendar year 1959. The average lump sum would be $560. 
Disability work clause 

The immediate effect of the change in the disability work clause 
would be comparatively small. About 1,000 annuities are withheld 
each month under the present provision and the amount of annuities 
withheld in a year totals about $1 million. The proposed change in 


the disability work clause is estimated to reduce the amount withheld 
in the first year by about $200,000. 


Total benefit payments 


Total benefit payments under the provisions of the bill in calendar 
year 1959 are estimated at about $900 million, or $95 million mere 
than would be payable under the present law. Of the additional $95 
million, $81 million is attributable to the 10-percent increase in month- 
ly and lump-sum benefits and the remaining $14 million to the new 
benefits for women employees and spouses aged 60 to 64. 


Tabular summary 


The two attached tables illustrate the effect of the proposed amend- 
ments. Table 1 shows the effect on benefits in course of payment on 
January 1, 1959, and table 2 covers benefit awards in calendar year 
1959. 
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TaBLE 1.—Estimated number of monthly benefits in current-payment status on 
Jan. 1, 1959, and estimated average monthly amount before and after increases 
under the bill, by type of benefit 





| Benefits in current-payment status 





























Number Average monthly 
amount ! 
Type of benefit | | 
Benefit computed | 
Total | under— 
‘ ad tine ue Ree Proposed 
law bill 
Railroad Social | 
| formula security 
| formula 
Total... | 724,600} 511,100} 213,500 |__- 
Retirement: | 
Employee annuities. - - | 355, 000 | 320, 000 2 35, 000 $116. 90 | $128. 60 
Pensions - - - . | 1, 400 1, 400 Ax. 82. 40 90. 7 
Spouse annuities ___- | 129,000} 120, 000 9, 000 | 51. 60 56. 80 
Monthly survivor: | | 
Aged widows’ annuities - . - | 181, 000 64, 000 | 117, 000 56. 90 62. 60 
Widowed mothers’ annuities -. __ 11, 300 | 300 | 11, 000 75. 30 82. 90 
Children’s annuities - | 42, 500 | 2, 000 40, 500 | 48. 90 53. 80 
Parents’ annuities_ 1, 100 | 100 1, 000 57.70 63. 50 
Survivor (option) annuities 3, 300 | ae 50. 50 | 55. 60 





1 After adjustment for increases under 1958 Social Security Act Amendments. 
2 Includes 7,000 disability annuitants aged 50 to 64. 





























TABLE 2.—Estimated number of awards in calendar year 1959, and average benefit 
under present law and the bill, by type of benefit 
Awards under— 
| 
Type of benefit Present law Proposed bill 
Trt, oI “=< i, tT 
Number Average | Number Average 
amount | } amount 
ete pe Ret A as SE ee re pith ddd Ur 
Retirement: 
Employee annuities________........--.....---- ss 43, 000 $126. 90 | 44, 000 $139. 60 
Reduced age annuities to women. eens Sac a . ' 500 84.00 
Reduced spouse annuities ; t ehleebl a dbtes ls die i2s4. | 127,000 | 50. 10 
Unreduced spouse annuities__.___.__.__.-_- biel 22, 000 50. 60 16, 000 | 55.7 
Monthly survivor: 
Aged widows’ annuities. -_-.-.......1--.-.---------| 21, 000 | 66. 50 | 21, 000 | 73. 20 
Widowed mothers’ annuities. 5 sis elnat lilies 2, 300 85. 40 2, 300 94. 00 
Children’s annuities... ..--- == -- =. 5, 800 37,60 | 5, 800 | 63. 40 
Al aT ee a eee ees 100 73. 50 100 | 80. 90 
Survivor (option) annuities... _...__.....-._..---- 50 55. 00 50 60. 50 
Lump-sum payments: 
I NE 6, ene teeaineuatetntedhe 18, 000 | 516. 00 18, 000 560. 00 
Reskital payments. 22155 1120... 2b lec 2. 6, 500 1, 700.00 | 6,500 | 1, 600. 00 


1 There will be an estimated 36,000 spouses of retired employees, and 1,000 women employees with less 
than 30 years of service, aged 62 to 64, eligible to elect reduced annuities. It is assumed that three-quarters 
of the spouses and one-half of the women employees would make such elections. 


IMMEDIATE EFFECT OF AMENDMENTS TO THE RAILROAD RETIREMENT 
TAX ACT 


The bill proposes to amend the Railroad Retirement Tax Act, 
effective January 1, 1959, by raising the monthly limit on taxable 
earnings from $350 to $400, and by increasing the combined rate of 
tax from the present 12% percent to 13% percent in 1959-61 and to 14% 
percent in 1962-64. In addition, the rate of tax in 1965 and thereafter 
would be increased by the excess of future actual social security rates 
over 5% percent. 
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Assuming that the railroad industry will be recovering from the 
low level of activity experienced during the 1957-58 economic reces- 
sion with a consequent gradual increase in employment, and taking 
into consideration the increases provided in existing wage agre ements, 
the effect of the proposed legislation on railroad retirement taxes in 
calendar years 1959-62 would be as follows: 


{In millions] 

















| | 1962 
Taxable payroll: | 
UE eee ee: ae ocun $4, 600 $4, 700 $4, 900 $5, 100 
POI NOIR i viii Sethe cde nck seeeeeeneeee| 5, 100 5, 200 5, 400 5, 600 
Taxes: | 
Present law (12.5 percent) -- 575 | 587 | 612 637 
Proposed law (13.5 percent for 1959-61; 14.5 pe reent 
PP nice vacascdstaccathaxuspecataaenccasibese | 689 702 | 729 | 812 
Total additional taxes__- ies Nae ace telnet 114 | 115 117 | 175 
(a) Due solely to higher tax base...-.-------------- 63 | 63 63 63 
(6) Due to higher tax rate on old base_ 46 47 49 102 
5 10 
| 


(c) Due to higher tax rate on addition to old base. | 5 5 


ACTUARIAL EFFECTS OF PROPOSED AMENDMENTS TO THE RAILROAD 
RETIREMENT AND RAILROAD RETIREMENT TAX ACTS 


As stated before the proposed amendments pertaining to the retire- 
ment and survivor programs would increase the benefit disbursements 
in 1959 by about $95 million to a total of about $900 million. Of this 
$81 million is attributable to the 10 -percent increase in monthly and 
lump-sum benefits and the remaining $14 million to the liberalized 
eligibility requirements for women employees and spouses as well as 
to certain other provisions of a relatively minor nature. Costs of 
benefits, on a level basis, would be increased about $147 million a 
year. It is further estimated that the additional immediate and 
deferred taxes would bring in about an extra $115 million a year until 
1962 when the amount would be about $175 million a year. In 1969, 
if the contingent increase in taxes becomes effective, as schedules after 
1964, the amount would reach about $370 million a year. A year- 
by-year estimate of the additional taxes on both employ ers and em- 
ployees is shown in table 3. Of the $114 million in additional taxes 
($57 million to be paid by the employers and an equal amount by the 
employees), in 1959, $63 million would be due to taxing compensation 
between $350 and $400 a month at the rate of 12% percent; and the 
remaining $51 million a year would be due to the additional 1 per- 
centage point of tax on the total estimated taxable payroll of $5.1 
billion for the year. The rise in 1962 would result mainly from the 
additional percentage point in the combined tax rate with similar 
situations occurring in later years. 

Considering both additional outgo and additional income, the esti- 
mates indicate that the added revenues would exceed the added dis- 
bursements by about $180 million a year on a level basis, which is 
equivalent to 3.21 percent of a $5.6 billion taxable payroll. Since the 
actuarial deficiency for the present law, calculated as of December 31, 
1958, is estimated at 3.81 percent of that payroll (adjusted from 4.18 
of a $5.1 billion payroll), the enactment of the amendments would 
leave the railroad retirement system with an actuarial deficiency of 
0.60 percent of payro}l (3.81 minus 3.21) or about $34 million a year. 





{ 
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The derivation of the above actuarial deficiency figure is shown in 
table 4 together with a breakdown of the major cost figures for the 
proposed program by source of cost or of savings, as the case may be. 

An analysis of the cost effects of the proposed amendments con- 
sidered by themselves is presented in table 5. As previously indi- 
cated, the total level additional disubrsements are estimated at about 
$147 millon a year, or 2.63 percent of taxable payroll, while the addi- 
tional revenues come to 5.84 percent of payroll or $327 million a year 
on a level basis. 

The distribution of the added costs over the years would depend 
upon the nature of the amendment. Thus, the disbursements due to 
increase in the limit on creditable compensation ($44 million a year 
after considering the proposed 10-percent increase in benefits) would 
be felt to only a very minor extent during the first several years fol- 
lowing enactment of this provision. However, the additional income 
on the extra creditable compensation would begin to accrue in full 
almost immediately. On the other hand, the lowering of the retire- 
ment age for women on an elective basis would result in considerable 
additional disbursements in the immediate future, but these would 
later be largely offset by reductions in benefits payable after age 65. 

From an actuarial point of view, only the additional net costs of 
the change in the retirement age for women had to be considered. 
It is estimated that the net additional cost would come to some 0.03 
percent of payroll or, in round figures, $1.5 million a year on a level 
basis. This figure is but a small fraction of the possible additional 
disbursements in the first year due to this amendment. 

For the proposed liberalization in the work clause for disability 
annuities, this estimate allows an additional cost of 0.02 percent of 
payroll, or about $1 million a year on the average. The smallness 
of the allowance is in conformity with the total work clause savings 
which has been estimated at about 0.05 percent of payroll. The 
present estimate assumes that the liberalization in the disability work 
clause would take up about one-half of the savings which would exist 
under the provisions of the present law. Whether this assumption 
will or will not be borne out by actual experience is not very important 
because of the relative smallness of the amounts involved. 

The cost figures here discussed are based on the seventh actuarial 
valuation as adjusted for the effect of the 1958 amendments to the 
Social Security Act and as subsequently revised to produce costs as 
of December 31, 1958. As indicated in table 4, the gross costs of the 
amended benefit program, including administrative expenses, would 
come to 20.91 percent of taxable payroll (approximately $1.2 billion 
a year on a level basis), and the reduction on account of funds on 
hand (which will produce interest equivalent to 1.96 percent of pay- 
roll estimated as $5.6 billion) and the financial interchange with social 
security (producing gains equivalent to 1.12 percent of payroll) would 
come to 3.08 percent ($173 million a year), thus leaving a net cost 
of 17.83 percent ($998 million a year) to be financed by future payroll 
taxes. The future tax income is estimated to be equivalent to a level 
rate of 17.23 percent ($964 million a year), thus leaving an actuarial 
deficiency of 0.60 percent of payroll, or about $34 million a year. 

Because of the very small margins for contingencies contained in 
the assumptions, there is very little likelihood that the actual future 
cost of the railroad retirement program after giving effect to the pro- 
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posed amendments will be lower than estimated. An error in the 
opposite direction is considered to be much more likely although the 
extent of the probable error in the estimated costs for the proposed 
amendments could not be determined with any degree of accuracy, 


TaBLE 3.—Estimated additional tar income under the amendments to the Railroad 
Retirement Tax Act contained in the bill 


{Dollar amounts in millions] 














Rate of tax Taxable payroll for Additional taxes 

$350 limit under bill ! 

| 

Calendar year zm " 

Level Short- Level Short- 

| Employer | Employee | assump- | range assump- range 

tion projection tion projection 
= ~——| neces tetas hippest Nai moaieemeeip sipping emnlibieteeenall 

Percent Percent 

1959 . 634) 6% $5, 100 $4, 600 $118 $114 
1960 6% 63% 5, 100 4, 700 118 114 
1961__:.. i ‘die 6% 634 5, 100 4, 900 118 116 
1962... » 7% 7M\ 5, 100 5, 100 174 174 
1963... | 7% 7% 5, 100 5, 100 174 174 
1964___. ts 2 aa 7% 7% 5, 100 5, 100 174 174 
ee ‘ ‘ ompbuest 8 8 5, 100 5, 200 258 262 
BE ~ katindp oan dete 84 Sle 5, 100 5, 200 314 319 
le lls: panel 814 816 5, 100 5, 200 314 319 
) PR eee | 814 8h 5, 100 5, 200 314 | 319 
1969 and thereafter .__- 9 | 9 5, 100 5, 200 370 376 








1 Difference between combined employer and employee taxes at proposed rates on taxable payrolls for 
$400 limit and 12% percent of payroll with $350 limit, The taxable payroll for the $400 limit is estimated to 
be $500 million a year higher than for the $350 limit on monthly compensation. 


TABLE 4.—Cost estimate for the railroad retirement program as it would be amended 
by the bill 


[Level cost figures are as of Dec. 31, 1958, and relate to a taxable payroll of $5,600,000,000 a year] 


Percent of 





Item payroll ($400 
| limit) 

Gross cost of benefits, total__.-_- seede iS. eases lta shstidi the. | 20. 91 
Employee annuities and pensions. - f . sheet tae 114,22 

Spouses’ annuities__..............-- bh shod on : b £5 hid dchodenthilecbhs aa 1. 
Aged widows’ annuities__........---- oo : nas 3. 94 
Other survivor annuities___...._..-- is id oe i Sd Lida d atid nl . 62 
I IND. in th ha Spite bpee ete = Pee = dn ces arereend dae ageny phe ennepeeaet= <>] . 20 
Residual payments............------ b= Bo egnoesictgecwes Like Soke . 39 
Administrative expenses. - - - - datew sorts acthdetb cbidueith-ddbeuesdhpseobiecedssbsaebodale 14 
Deductions from gross costs, total... ....-- wie P pigudede. tid). ks bial 3.08 
DIE... Stas tt le sh odnenaas ots Seba cdesacadttateccdcondaec seas eters | 21.96 
Gains from financial interchange - -_-~_- bh MEE acc ab bh. < HR ed a hse od ddsee neds 1.12 
PR Said sk es in ds ch EU eA Sed Seb deck Jul deelendsl 17. 83 
Pee TE MII, GOUEB a 6 nn wn nncncuncapnaceseness ~aapeded Sagi a Sak 17. 23 
Inmenemiens of OAR! F006. <2 cor opnnendeorate-i0-2-2-¥-2- ohn dt at irninete th 14, 42 
Additional taxes after 1964 dependent upon OASDI rates___..-.......-.-..-.-------.---! 2.81 
Actuarial deficiency (excess of net costs over total future tax income) - -.-- ee cont POT gg 


! Includes 0.08 percent of payroll for benefits payable with respect to dependents of disability annuitants 
under the social security minimum provision. 

2 Excludes an estimated $325,000,000 accrued under the financial interchange for the period July 1957- 
December 1958 but not yet received. Had this amount been included, the 1.96 would have been increased 
to 2.13 and the next figure of 1.12 would have been correspondingly reduced to 0.95. 
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TABLE 5.—Changes in actuarial deficiency due to the bill 


[Taxable payroll of $5,600,000,000 a year for $400 limit on monthly compensation] 


Percent of 
Item payroll arr 
limit 


Actuarial deficiency under law before amendments (as of Dec. 31, 1958) 
Benefits at = resent rates due to higher compensation 

Increase in benefits by 10 percent 

Elective reduced benefits to spouses and women employees at age 62 
Increase in residual benefit 

Liberalization of work clause for disability annuitants____._..........-...-...--.--.-.-----.| 
Taxes at rate of 124¢ percent on additional taxable compensation _ 

Increase in schedule of taxes independent of OASDI rates. ....-...-..--..--.--.-.-----.-.--| 
Additional taxes after 1964 dependent upon OASDI rates ___............-_-_-.---_---...-.--) 





Actuarial deficiency under law after amendments (as of Dec. 31, 1958) 


1 Equivalent to 4.18 percent of payroll with a $350 limit on monthly compensation. In both instances, 
this is equivalent to $213,000,000 a year. 


EFFECT OF AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE 
ACT 


The bill would increase benefit rates about 20 percent, provide 
extended duration of unemployment benefits for employees with 10 
years or more of railroad service, increase temporarily the duration of 
unemployment benefits for other employees, eliminate the unemploy- 
ment benefit waiting period and the Sunday and holiday disqualifica- 
tions, and provide a maximum contribution rate of 3.5 percent on 
compensation up to $400 a month. If it should be enacted soon 
enough for the retroactive payments that would result to be made by 
June 30, benefit payments for the current fiscal year would be in- 
creased by $90 million to $105 million. This would make total bene- 
fits for 1958-59 range from $310 million to $355 million, and would 
create a deficit in the railroad unemployment insurance account by 
June 30, 1959, of $25 million to $75 million. Furthermore, it appears 
that the maximum contribution rate of 3% percent of payroll contained 
in the bill would not be adequate, since it is estimated that the future 
cost of the program, if the bill is enacted, would be about 3% percent 
of payroll. Following i is a detailed discussion of the effect of the bill 
on beneficiaries, benefits, and financing. 


IMMEDIATE EFFECT ON BENEFICIARIES 


The immediate effect on beneficiaries of the proposals to amend the 
Railroad Unemployment Insurance Act may be illustrated by refer- 
ence to the effect they would have had on payments for the 1957-58 
benefit year. Each of the proposals is discussed in turn. 

Except for a few thousand beneficiaries with earnings under $500 
who would no longer be qualified, the benefits of all beneficiaries would 
have been increased substantially. Also, many employees who 
would not have been paid benefits at all under the present law would 
have been eligible, mainly for relatively small amounts. 


Increase in qualifying earnings requirement 

In 1957-58, 4,300 (1.4 percent) of the unemployment beneficiaries 
and 600 (0.4 percent) of the sickness beneficiaries had base-year 
earnings under $500 and so would not have been qualified. However, 
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no employee currently on the benefit rolls would be denied benefits 
in this benefit year by the proposed change; it would be effective with 
the 1958 base year and so would not affect benefit payments until 
July 1959. 


Benefit rates 

The 1957-58 beneficiaries with base-year earnings of $500 or more 
would, it is estimated, have been paid at an average daily benefit rate 
of $9.40 for unemployment and $9.74 for sickness (prior to adjustment 
for receipt of other social insurance benefits). For each type of 
benefit the average benefit rate would be about one-fifth larger than 
under the present law. The increase in benefit rates for those with 
rates determined under the proviso with respect to the daily rate of 
pay would obviously be this much generally, since 60 percent is one- 
fifth larger than 50 percent. The new schedule in the bill, as shown 
in the table below, would cause an increase of from 8 to 25 percent, 
depending on the compensation range. However, increasing the 
limit on creditable earnings would add to this by shifting many bene- 
ficiaries to a higher compensation group, with a consequent higher 
benefit rate. Thus, for some beneficiaries, particularly in the higher 
compensation brackets, the total increase would be substantially more 
than 20 percent, and the average increase for those paid schedule rates 
would be about one-fifth also. 

It is possible under the present law for a beneficiary who was fully 
employed in the base year to qualify for a benefit rate approaching 
60 percent of his rate of pay. Similarly, under the bill it would be 
possible for some beneficiaries to be paid at benefit rates near 70 
percent of the daily rate of pay. For example, an employee paid at 
a rate of $14 a day, if employed 5 days a week without overtime for 
50 weeks, would earn $3,500. This would qualify him for a benefit 
rate of $9.50 under the schedule in the bill, or 68 percent of his daily 
rate of pay. With respect to maternity benefits, even higher per- 
centages of the daily rate of pay would be payable because of the nature 
of the maternity benefit formula. 


Comparison of benefit rates in schedule under Railroad Unemployment Insurance 
Act with proposed schedule 








Daily benefit rate 
Percent 
Range of base-year compensation increase 
Present Proposed 
RUIA schedule 
DP OI «Shobhan chebh a cab bic caad hebben d56b~sadesrocpueegd~- ORO Ss. A nie dios<tecl-bncnteeneee 
ens aad ck bubpa da cumvvbatpwaecien 4.00 $4. 50 12.5 
SIP OU Ie ve ccc cds tise ol ll sees. LLM LO: 4.00 5. 00 25.0 
I eth n ld ns nnn pe ne thonmnanh oie 4. 50 5.00 11.1 
nnn ctnnraadis dgncas waunaiinosepaueeiecdesbect 5. 00 5. 50 10.0 
SR IG itd 5 5 hide hbo bn dip mmc cob dbinmessocnaepeonwess 5. 50 6. 00 9.1 
tik Saisie a wale serach taming tek baenteed ane’ 6. 00 6. 50 8.3 
Sapa WO mame ed UL hich ds en ceed ibd 6. 00 7.00 16.7 
a ic le Ei a 6. 50 7.00 7.7 
IE aia aed Sdeokcy cong pidieed aniesiatevwebhaeachs 6. 50 7. 50 15.4 
Se OP Pn so th hdd dd S4SSS bp oh bObeeids ~ 55 b6h Gein Hae v6 7. 00 8. 00 14.3 
SD iain iee Lenka biti wilink di aemacer ole phawshninn Uden 7.00 8. 50 21.4 
I ah craad. nisi ies eetinnintd aa toonerianatd iain tie 7. 50 8. 50 13.3 
CS AREAL AT 1 DD SARIS NN Dn FES 7. 50 9. 00 20.0 
ie cence Cnteecn eat mel dn die deiion 8.00 9. 50 18.8 
CNT OEE oo oop corer cep che sree cc neceesew ab pe leuaeeue 8. 50 10. 20 20.0 





NorE.—Since the compensation ranges of the 2 schedules differ, it was necessary, for this comparison, to 
divide some rate groups into 2 parts. 
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Extended benefit periods 

It is estimated that, for 1957-58, extended benefit periods and 
early beginning dates of benefit years would have provided additional 
benefits to about 25,000 railroad employees, averaging over $500 each. 
Furthermore, about 2,500 of the 25,000 would have received addi- 
tional sickness benefits, averaging nearly $200 each. Payment of 
additional sickness benefits could occur because providing extended 
benefit periods or beginning benefit years early lengthens the benefit 

ear and so provides increased opportunity for payment of sickness 
benefits for the year up to the maximum specified in the law. 


Eliminating waiting period for unemployment and the Sunday and 
holiday disqualifications 

These two provisions together, in 1957-58, would have increased 
by about. $12 million the unemployment benefits paid to about 250,000 
beneficiaries who either did not exhaust benefit rights in that year, or 
would be entitled to extended benefit periods. In addition, thousands 
of employees who did not receive benefits in 1957-58 would have 
received small payments. In these cases the payments would have 
been made for claims with 5 to 7 days unemployment which otherwise 
would not be compensable. 

The removal of the Sunday and holiday disqualification provision 
in the law would increase the number of such claims because, for a 
man normally working a 5-day week, any day of unemployment in a 
workweek could be a compensable day. The wage contracts for 
nonoperating employees now provide payment for holidays. Never- 
theless, in the course of a year there will be a large number of employees 
who will not get paid for one or more holidays for one reason or another; 
in such cases, because any days of unemployment over four would be 
compensable, benefits might be paid for the holiday. It is estimated 
that the number of additional beneficiaries resulting from the two 
provisions may be in the neighborhood of 50,000. 


Temporary extension of duration for employees with under 10 years’ 
service 

Additional benefits would have been paid to about 35,000 1957-58 
beneficiaries with less than 10 years service who exhausted benefit 
rights for that year under the temporary provision extending their 
duration of benefits a maximum of 13 weeks. Probably as many 
1958-59 beneficiaries would also receive additional payments from 
this change. It is estimated that the total amount payable under the 
provision would be $15 million to $18 million. 


37901—59—-—-7 











98 AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


Estimates of the additional benefits that would have resulted from 
the different provisions of the bill in 1957-58 are shown separately in 
the following table: 





























Unemployment Sickness 
Provision 
Amount Percent Amount Percent 
Total benefits, present law !....-..2...,.----.-.------ $175, 723, 000 100.0 | $53, 253, 000 100.0 
Savings due to $500 qualifying earnings -.-_. PILDMEP LEAS 1, 632, 173, 3 
Increases for qualified beneficiaries: par PEED SPS TST 

1, Benefit rate schedule (including effect of $400 a 
month maximum creditable earnings)... __...- 14, 892, 000 8.5 7, 902, 000 14.8 
2. 60-percent benefit rate proviso. -_.-..............- 20, 413, 000 11.6 4, 314, 000 8&1 

3. Extended benefit periods and early beginning of 
WOOO WANN 6. habs céeyye~- Gen SL. eh. 13, 450, 000 7.7 500, 000 9 

4. Elimination of waiting periods for unemploy- 
NG 5 oh Ss eh LB eset ses 8, 176, 000 KTV stil ee 
5. Removal of sec. 4(a-2)(iv).....--.-..---.-.----.- 3, 873, 000 BS Licacée<n--hanrtentee 

6. ek additional duration for employees 
with under 10 years’ service_-_-_..........-..... @) QB), + bay beceeres eatin ani ‘ 
Phot tnavedtie <2 D004 neh ces dasect ccs 59, 172, 000 33.7 | 12, 543, 000 23.6 





1 Net benefits payable for year, which differ slightly from published figures of actual amounts paid in the 


year. 
2 $15,090,000 to $18,000,000 in 1 year only; not included in totals, and percentage not shown, because not a 
cost factor for later years, 


IMMEDIATE EFFECT ON BENEFITS AND FINANCING 


The immediate effect of the bill on benefit payments in this fiscal 
year would be larger than shown in the preceding table because retro- 
active payments for extended benefit periods starting in the preceding 
benefit year and payments under the provisions for temporary addi- 
tional duration would be made in addition to increases applying to 
current benefit year claims. Also, payments under the present law 
may be somewhat larger this vear than in 1957-58. 

Additional benefits 

The most recent estimates indicate that payments under the pres- 
ent law for 1958-59 will total between $220 million and $250 million. 
The bill, if enacted, would increase these payments by $90 million to 
$105 million, assuming that enactment would occur early enough for 
all the retroactive payments to be made by June 30, 1959. About 
$60 million of the increase would be additional benefits for unemploy- 
ment or sickness which occurred before January 1, 1959. 


Effect on balance in the account 


Under the present law, it is expected that the balance in the rail- 
road unemployment insurance account will be reduced to a figure 
between $20 million and $55 million by June 30, 1959. Income from 
contributions would be increased by no more than $10 million by 
that date, since collections would have been made by then for only 
the first quarter of calendar year 1959. Thus, the account would be 
depleted, with a deficit of $25 million to $75 million by June 30, 1959, 
and some provision for deficit financing would be necessary. 

The foregoing figures reflect what is considered the most probable 
range. If conditions next spring are considerably different from those 
assumed for the estimates, the deficit could be less than the low or 
more than the high estimate. 
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Immediate cost to the railroads 


The bill would provide a maximum contribution rate of 3.5 percent 
and maximum taxable earnings of $400 a month, both of which would 
become effective on January 1,1959. Under present law, which would 
not be changed, the effective rate for 1959 is based on the balance to 
the credit of the railroad unemployment insurance account.at the close 
of business on September 30, 1958. Because that balance has already 
been determined and proclaimed by the Board to be less than $300 
million, the amendment providing that the effective rate would be 
3.5 percent when the balance is under $300 million would apply to 
cause the effective rate for 1959 to be 3.5 percent. The rate for 1959 
is 3 percent under the unamended law. Thus, the increase in rate 
would be only one-half of 1 percent for compensation paid in calendar 
year 1959. As shown below in the section on future costs, it is doubt- 
ful that this would yield sufficient additional income to finance the 
additional benefits. The average increase in costs accruing for the 
railroads, as shown by the following table, would be over $40 million 
a year. 


| Contributions at 34 per- 
Contribu- cent, with $400 limit on 
| butions at 3 taxable earnings 
Calendar year percent for 
present law, 
total Increase 
Total over present 
law 
i 
$178 
182 
189 
196 


Nore.— Figures are estimates of contributions that would be payable on compensation paid in these years, 


FUTURE COSTS 


There is no adequate statistical basis for estimates of the exact cost 
of the changes proposed by this bill. The cost would be greatly 
influenced by such unpredictable things as the frequency and extent 
of cyclical fluctuations in railroad traffic, international conflicts, and 
technological developments. It appears, however, that the future 
cost of the proposals would be somewhat larger, relatively, than the 
cost for 1957-58. The more important reasons for this are as follows: 

1. The cost of the extended benefit periods and of early begin- 
ning of benefit years would probably be larger than the estimate 
for 1957-58 indicates. Exhaustions in 1957-58 occurred later 
in the year than in most years, so the additional benefits in many 
cases would only replace payments made in following benefit 
year without increasing the total paid. The cost of this provision 
may be substantially higher this year, when exhaustions will 
occur earlier. 

2. A substantial increase in daily benefit rates would probably 
be accompanied by some increase in the frequency with which 
benefits are claimed. For example, the sickness beneficiary 
rates (number of beneficiaries per 100 qualified employees) since 
the 1954 amendments are higher than those for earlier years. 
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3. Increases in pay rates in the future will tend to increase 
benefits more than taxable payrolls, because the effect of the 
benefit rate proviso is limited only by the $10.20 maximum, while 
the increase in taxable payroll will be limited by the $400 maxi- 
mum on creditable compensation. Also, rising wage rates will 
make even less significant the savings in benefits that would 
result from the increase in the qualifying earnings requirement 
to $500. 

4. The cost of elimination of waiting periods for unemployment 
and removal of the Sunday and holiday disqualification would 
have more effect, relatively, in years in which there is less unem- 
ployment, with shorter duration of benefits and relatively more 
partial or intermittent unemployment. 

According to the latest estimates that have been made, benefits 
under the present provisions of the Railroad Unemployment Insurance 
Act will average about $145 million over a period of years, $94 million 
for unemployment and $51 million for sickness, including maternity. 
The estimate of taxable payrolls is $5.1 billion a year. Including 
administrative expenses, the total cost of the present program is 
estimated at 2.9 percent of the taxable payroll. 

For the proposals contained in the bill it appears reasonable, and 
in accordance with a desire for sound financing, to assume for the 
future an increase of a little more than two-fifths in the average amount 
of unemployment benefits and an increase of one-third in the amount 
of sickness benefits. This results in an average annual benefit cost 
for the future, if the bill should be enacted, of $202 million, of which 
$135 million would be for unemployment and $67 million for sickness. 
At the same time, the $400 limit on creditable earnings would, it is 
estimated, increase the taxable payroll to $5.6 billion. Including an 
allowance of 0.20 percent of payroll for administration and deducting 
0.05 percent for interest on the balance in the account, the total cost 
of the program would then be about 3% percent of payroll. Costs for 
the present law and with the bill are summarized in the following table: 


FF 




















Item Present law | With proposed 
changes 

Average benefits, total... ..........-...------2.---------------- alesis | $145,000,000 | $202, 000, 000 
Pot inmlowetient 32) ii ak 94, 000, 000 | 135, 000, 000 
NE ace. kal haa aul ok ad ipnindl dod tbe dike pido <b ees$s -| 51, 000, 000 | 67, 000, 000 
Reaindawei@ies, Aun ue aol iileced debunca sul. | 5, 100,000,000 | 5, 600, 000, 000 
Benefits as percent of payroll-_-..---.- tse Esse eee AA 285] 3.60 
Administration costs as percent of payroll. .-............-..-.----..------ 15 . 20 
Allowance for interest on balance in account (minus) ---.........-.------ —.10 —.05 
Net total eost as percent of payroll... .........0csecsnceseone-0500----- 2. 90 | 3.75 





These cost figures are, of course, only an approximation based 
on what appear to be reasonable interpretations of available data, and 
on forecasts of the future of the railroad industry. With somewhat 
different assumptions, which may be just as reasonable, a variation of 
as much as one-fourth of 1 percent of payroll in either direction might 
be obtained. The figures can thus be interpreted as indicating that 
the cost of the benefit program under the Railroad Unemployment 
Insurance Act, if the bill is enacted, would be somewhere between 
3% and 4 percent of payroll. 
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Financing 
The bill provides the following schedule of contribution rates: 
The contribution rate 


If the balance on Sept. 30 in the railroad unemployment for the next calendar 
insurance account is— year shall be— 


$450 million or more 1% percent. 
$400 million, but less than $450 million 2 percent. 
$350 million, but less than $400 million 2% percent. 
$300 million, but less than $350 million 3 percent. 
Less than $300 million 3% percent. 

The balance in the account on September 30, 1958 was $135 million. 
Thus, as stated, the maximum rate of 34% percent would become effec- 
tive in January 1959. 

It appears, in view of the cost estimates, that the maximum rate of 
3% percent provided by the bill would prove inadequate to finance the 
benefits. Also, as indicated in the discussion of immediate effects, 
the balance now in the account would not be sufficient to meet the 
immediate obligations that would be incurred. Furthermore, if some 
form of deficit financing is provided to meet the immediate obligations, 
it appears unlikely that money borrowed for this purpose could be 
repaid without some provision for a contribution rate higher than the 
3% percent maximum in the bill. 


STATEMENT OF MR. HABERMEYER 


“The bill would increase the amounts of benefits under the Railroad 
Retirement Act by some 10 percent and benefits under the Railroad 
Unemployment Insurance Act by some 20 percent, and would provide 
more favorable eligibility conditions to possible beneficiaries under 
both acts. The added costs to the railroad retirement system would 
be met by the revenues to be produced by the increase in the taxable 
compensation base and in the tax rates under the Railroad Retirement 
Tax Act provided for by the bill. The contribution base and rates 
under the Railroad Unemployment Insurance Act would be increased 
to provide for the additional costs to the unemployment insurance 
program. 

“The increase in the tax base and rates under the Railroad Retire- 
ment Tax Act applicable to employees and employers alike would 
produce sufficient revenue to supply the added costs of the proposed 
mcreases and improvements and for all practical purposes would 
return the railroad retirement system to a sound financial basis by 
virtually removing the actuarial deficiency which now exists. This 
removal of the actuarial deficiency accords with the request made b 
the President of the United States when he signed S. 3616 (Public 
Law 1013, 84th Cong.), on August 7, 1956, providing an increase in 
benefits under the Railroad Retirement Act. According to the 
Board’s actuary, the railroad retirement system fails today of bein 
soundly financed by, on a level basis, 4.18 percent of taxable beaten 
or about $213 million a year; but enactment of the bill would reduce 
the deficit for the system to 0.60 percent of taxable payroll or about 
$34 million a year, even after taking into account the resulting in- 
creased and improved benefits. This small deficit is on a projected, 
not actual, basis founded on suppositions which may or may not 
materialize. Therefore, I believe that the bill would for all practical 
purposes restore the system to a sound financial basis and the esti- 
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mated small deficit that would exist after the enactment of the bill 
does not cause me to be seriously disturbed. 

‘To supply the increased costs to the railroad unemployment in- 
surance program which would be entailed by the bill, rate of contribu- 
tions (paid exclusively by employers) would be increased from the 
present maximum of 3 percent of taxable payroll (up to a maximum 
of $350 a month per employee) to 3% percent of payroll (on a monthly 
maximum of $400 a month per employee) should the balance in the 
railroad unemployment insurance account be found to be below $300 
million. The Board’s director of research has, however, in his cost 
analysis indicated that the level cost would be almost 3% percent of 
taxable payroll, stating also as follows: 

‘“‘ “These cost figures are, of course, only an approximation based on 
what appear to be reasonable interpretations of available data, and 
on forecasts of the future of the railroad industry. With somewhat 
different assumptions, which may be just as reasonable, a variation of 
as much as one-fourth of 1 percent of payroll in either direction might 
be obtained. The figures can thus be interpreted as indicating that 
the cost of the benefit program under the Railroad Unemployment 
Insurance Act, if the bill is enacted, would be somewhere betweeti 
3% and 4 percent of payroll.’ 

“Since the balance in the railroad unemployment insurance account 
is at a dangerously low level and our director of research calculates the 
costs of these provisions to be 3% percent, I, therefore, urge that if 
the bill receives favorable consideration, the maximum tax rate be 
established at 4 percent. 

“‘The two factors which should determine the extent to which bene- 
fits are increased and otherwise made more favorable to beneficiaries 
are (1) the reasonable requirements of the beneficiaries in the light of 

resent economic conditions, and (2) the ability of the railroad 
industry to absorb the additional costs entailed thereby. These are 
matters which undoubtedly will be developed at some length before 
your committee, by representatives of labor and of management 
presenting information which should be of great assistance in your 
consideration of the bill. 

“T hope that whatever action may be taken respecting taxes and 
to improve benefits will result in the railroad retirement system being 
placed on an essentially sound actuarial basis, and similarly that the 
mecrease in the contributions’ base and rate and the improvement of 
benefits will be such as not seriously to endanger the soundness of 
the unemployment insurance program.” 


STATEMENT OF MR. HARPER 


“The standard railway labor organizations, after many conferences 
and as the result of long and careful consideration, have determined 
that the provisions of this bill are, from the viewpoint of railroad 
employees, desirable, reasonable, and, in fact, required to bring the 
railroad retirement and railroad unemployment insurance systems into 
reasonable relationship with the realities of present conditions, a con- 
clusion in which I heartily concur. Also, it is the judgment of the 
standard railway labor organizations that the costs involved are not 
beyond the ability of the railroad industry to pay, to which I readily 
concur. The bill would provide an across-the-board increase in all 
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benefits and would also provide suitable and appropriate eligibility 
conditions for railroad workers and their dependents. It would in- 
crease the tax rates and the compensation’ base to which ‘the: tax 
applies sufficiently, not only to cover the added costs of the proposed 
amendments but also to produce enough additional revenues to elimi- 
nate for all practical purposes the present estimated deficit in the 
financing of the railroad retirement system. In that connection, the 
following is quoted from the Board’s report: 

“Considering both additional outgo and additional income, the 
estimates indicate that the added revenues would exceed the added 
disbursements by about $180 million a year on a level basis, which is 
equivalent to 3.21 percent of a $5.6 billion taxable payroll. Since 
a actuarial deficiency for the present law, calculated as of December 

1, 1958, is estimated at 3.81 percent of that payroll (adjusted from 
4.18 percent of a $5.1 billion payroll), the enactment of the amend- 
ments would leave the railroad retirement system with an actuarial 
deficiency of 0.60 percent of payroll (3.81 minus 3.21) or about $34 
million a year.’ 

“In short, the enactment of the bill would reduce the present esti- 
mated 3.81 percent of payroll deficit to 0.60 percent. With only 
six-tenths of 1 percent deficit, the railroad retirement system can 
reasonably be regarded as financially sound. Thus, the bill not only 
would provide increases in benefits but would have the added virtue 
of, for all practical purposes, eliminating the present too-large deficit. 

“Similarly, the bill, if enacted, would provide desirable and ob- 
viously needed improvements in the railroad unemployment insurance 
system with appropriate provisions for producing funds needed to 
cover the costs thereof. The increase in the amount of unemploy- 
ment benefits and the extension of the periods in which benefits are 
payable, in my opinion, fully justify the additional cost. As pointed 
out in the Board’s report, the costs would be greatly affected by such 
unpredictable things as the frequency and extent of cyclical fluctua- 
tions in railroad traffic, international conflicts, technological develop- 
ments, etc. However, provisions for contributions to the fund on a 
sliding-scale basis afford a flexible method for realistically adjusting 
the fund to meet and conform to such fluctuations. While the Board’s 
cost estimates indicate that a maximum rate of 3% percent, instead 
of 3% percent, may be necessary to assure sufficient funds for the un- 
employment insurance account, the difference being only one fourth 
of 1 percent, should not, in my opinion, weigh against the enactment 
of the bill, I am firmly convinced that the effect of the provisions 
contained in the bill would be, apart from other economic considera- 
tions, to stabilize employment and, therefore, actually to reduce the 
cost of the unemployment insurance system. Then too, if the econ- 
omy continued to go forward, as it is now doing and is generally 
expected to continue to do, unemployment will fall and, of course, 
the cost will correspondingly decrease. For these and other reasons, 
I strongly urge prompt consideration and passage of the bill.” 

The statement of Send Member Healy will be furnished in the 
next few days. 

Because of your special request for an immediate report on the bill, 
this report has not been cleared with the Bureau of the Budget. We 
are, however, forwarding to the Bureau today a copy of the report and 
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we will inform the committee promptly of any comments by the 
Bureau. 
By direction of the Board: 
Mary B. Linxins, 
Secretary of the Board. 


STATEMENT OF MR. HEALY 


I record my opposition to any further liberalization of benefits 
under the Railroad Retirement and Railroad Unemployment Insur- 
ance Acts and earnestly recommend an adverse report on H.R. 1012 
in its entirety. 

There are only two truly comparable social insurance programs 
for the industrial workers of the Nation. According to the best 
estimates available, in January 1959, there were 51 million employees 
in nonagricultural establishments; 44 million, or 86 percent, were under 
social security coverage and 1 million, or about 2 percent, under the 
railroad retirement system. 

It is an acknowledged fact that the benefits under the railroad 
retirement system, although costlier, are far superior than obtainable 
under social security as the following comparative data prove con- 
clusively: 


Social Railroad 
security retirement 
Number of benefits in current payment on Jan. 1, 1959__..............---___- 12, 600, 000 721, 000 
Number of beneficiaries per 100 employees at work_..._........-.--..-.-..-- 22 75 
Average benefits in current-payment status on Jan. 1, 1959: 
eeeiens ame aie : 258s ss dk $72. 20 $116. 80 
Na Ne a gk $37. 70 $51. 60 
Average benefits to be awarded in 1959: 
ROR RIRU OI GRRE iin ii snd died nein geen nbn $83. 50 $126. 90 
Ne cians cceeninunin caaindesndcscaioenieanhineineettimmedindes ste tbbsigee $42. 00 $50. 60 
RGN ULE. fd ole Se LO $210. 00 $510. 00 
I rel None $1, 700. 00 


And, without any changes in the present law, railroad workers can look forward, 
as time moves onward, to even wider spreads as earnings and service bring both 
groups to maximums indicated below: 


Social Railroad 
security retirement 


a eee: 





$116 $185. 60 

124 205. 30 

125 273. 90 

255 718, 00 

255 794, 20 

255 865. 30 

None 4, 653. 00 

None 7, 593. 00 

EE BR rs ih on actinnahinchinpnigRisinnabndingnsniiebannpdaebob bobbie None 10, 533. 00 
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The railroad retirement system has many other advantages, to 
illustrate: 

An age annuitant may also receive, if entitled thereto, benefits 
under the social security program, without any reduction in his rail- 
road retirement check. There are around 60,000 such individuals 
presently doing so, and that number is increasing constantly. In 
point of fact, recent study revealed that 72 percent of the 1,628,000 
employees with some railroad service in 1956 had accumulated some 
social security credits. Of these, 405,000 or 25 percent, had dual 
coverage in that year alone and of that number 82,000 received credit 
for 12 months of railroad service, indicative of the amount of secondary 
job holding among regularly employed railroad workers. 

Also, while the relatively small minority of railroad employees in 
the total population of industrial workers has the privilege of a sepa- 
rate retirement and survivor program, its members also enjoy certain 
rights under the minimum guarantee provisions of the Social Security 
Act. Because of the 1958 amendments to that act, some 30,000 
retired railroad employees, 90,000 wives and 160,000 widows, children, 
and aged parents received increases of about 7 percent, generally, 
in their annuities under the Railroad Retirement Act, effective in 
January 1959. As a matter of fact, these increases for spouses are 
even higher, ranging from 10 percent now to 17 percent a year hence. 
H.R. 1012 proposes to add another 10 percent to that increase. 

H.R. 1012 proposes to increase the taxes on railroad workers from 
$21.88 per month to $27 in 1959-61, $29 in 1962-64, $32 in 1965, 
$34 in 1966-68, $36 in 1969, and thereafter, with no assurance, as 
experience has shown, that there will be no further increases in the 
interim. 

The industry’s share of the proposed additional taxes for retirement 
purposes would be $57 million per year in 1959-61, $87 million per 
year in 1962-64, increasing steadily to around $185 million in 1969. 

I shall refer later to the additional tax burden upon the industry 
mae this bill proposes under the Railroad Unemployment Insurance 

ct. 

These proposals to saddle additional taxes upon currently active 
employees (who have been carrying the burden of the cost of benefits 
to those who retired without contributing commensurately to the 
system), upon future entrants and upon an industry that is struggling 
to recapture its losses and keep as many employees as possible on the 
payroll is, in my opinion, ill timed and ill advised. 

he 1951 amendments to the Railroad Retirement Act increased 
annuities by 15 percent and provided, for the first time, annuities to 
wives of railroad employees; the 1954 amendments permitted an- 
nuitants to receive full benefits even when simultaneously entitled to 
social security benefits; the 1955 amendments increased wife’s maxi- 
mum from $40 to $54.30, because of changes in the Social Security 
Act and that maximum was further increased through the Social 
Security Amendments of 1958 to $59.50 in January 1959; $60.50 in 
February 1959 and through January 1960 and $63.50 thereafter; the 
1956 amendments to the Railroad Retirement Act increased benefits, 
generally, 10 percent. 

Those amendments increased benefit payments under the Railroad 
Retirement Act $278 million since 1951. 
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In the vital statistics between 1951 and 1959 are the following 
indisputable comparisons: 


1951 1958 

Railroad retirement system: 

Number of retirement and survivor beneficiaries as of June 30..........- 407, 871 710, 403 

Total benefit payments, fiscal year ending June 30..................---.. $317, 101,022 | $721, 428, 368 

Administrative expenses, fiscal year ending June 30..........-..:.-.--... $4, 739, 673 $8, 433,070 
Class I railroads of the United States: 

Revenue freight car loadings.................-.....-..--------------.--.- 40, 499, 182 30, 206, 494 

STORED RIED BONING hing oni conanecope nah peheosbasoescnsserbenesse 483, 833, 473 375, 000, 000 

Average number of employees. -...............----...--------- 222-2 ee neee 1, 276, 000 841, 000 


In lieu of H.R. 1012 and other proposals, I earnestly recommend 
that a moratorium be declared against any further increases in bene- 
fits under the Railroad Retirement Act, at least, until such time as the 
help given the industry and its own efforts to improve its position and 
stabilize railroad employment can be properly evaluated by both 
management and currently active employees. 

I am, as firmly, opposed to those proposals in H.R. 1012 to further 
enlarge or extend the already overgenerous benefits under the Rail- 
road Unemployment Insurance Act, adding $40 million in 1959 and 
by 1962 $43 million per year to the present tax assessment against the 
industry. 

The average daily benefit rate for unemployment, paced by the 
growth in rates of pay and amendments in 1952 and 1954, rose from 
$3.55 in fiscal 1951-52 to $7.80 last year and is currently in excess of 
$8. This bill proposes to further increase these benefit rates from 
8 to 25 percent with a general advance of 20 percent. 

It also prpposes, significantly, to retroactively extend benefits to 
employees who exhausted their rights although the opportunity to 
do so was rejected when the program for all other workers was adopted 
in the last session of the Congress. Under the present law railroad 
employees can, and do, draw unemployment benefits in more than 1 
year, and it is possible to collect 52 weeks of benefits for a single period 
of unemployment. In point of fact, 164,000 of the 229,000 railroad 
employees who drew unemployment benefits between July and De- 
cember 1958 were also beneficiaries in the fiscal year ending June 30, 
1958. 

The Railroad Unemployment Insurance Act needs reappraisal and 
not liberalization for certainly there can be no fairness nor equity in 
the requirements that compelled the industry, over the past decade, 
to pay out in unemployment benefits $90,466,000 to employees who 
are discharged or suspended for just causes, or who voluntarily quit 
their jobs; $15,656,000 to employees participating in strikes against 
the industry and to other etliployeee affected by such work stoppages, 
or $402 million in sickness benefits, and $31. million in maternity 
benefits, when the Federal-State systems, covering the vast majority 
of the Nation’s indusirial workers: 

Consider voluntary separations, discharges for misconduct and 
labor disputes as major reasons for the disqualification of claim- 
ants for unemployment insurance benefits; and 

Only four States provide sickness benefits and in two of these 
the costs are paid for entirely by employees. Maternity benefits 
are available in only one State. 
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The Railroad Retirement and Social Security Acts provides im- 
mediate annuities to retiring workers entitled thereto but it is per- 
missible, under the Railroad Unemployment Insurance Act for a rail- 
road worker to defer the effective date of his retirement, and; in the 
interim, draw unemployment or sickness benefits. These practices 
are costing the railroad industry around $12 million per year. 

Furthermore, benefits are never reduced or canceled in cases of 
fraud under the Railroad Unemployment Insurance Act as they 
frequently are under the Federal-State system. 

I sincerely believe that the removal of these inequities from the 
Railroad Unemployment Insurance Act will deprive no one of just 
benefits, and will definitely be in the interest of the industry, its em- 
ployees, and the public welfare. 





U.S. DepartmMENT oF LABor, 
February 9, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. House of Representatives, Washington, D.C. 

Dear ConcGressMAN Harris: This is in further reply to your 
reqeust for comments on proposals to amendt he Railroad Retirement 
Act and the Railroad Unemployment Insurance Act. Since H.R. 1012 
and H.R. 1013, identical bills, appear to be the most comprehensive 
of the proposals on this subject pending before your committee and to 
embody many of the provisions contained in the other bills, we will 
relate our comments to these bills. 

The proposed increase in the wage base from $4,200 to $4,800 for 
tax did’ benefit computation purposes under the Railroad Retirement 
Act would carry out a recommendation made by the President in his 
1959 budget message. This increase, which would bring the wage base 
of the railroad retirement program in conformity with that of the old- 
age and survivors’ insurance program under the Social Security Act, 
is fully supported by equitable considerations. 

The President has also urged the Congress to place the railroad 
retirement system on a sound actuarial basis. As pointed out in his 
budget message, recent studies show that the system is incurring a 
substantial actuarial deficit. The most recent actuarial valuation of 
the railroad retirement account shows that the deficit is 4.18 percent 
of taxable payroll, or about $213 million a year. Officials of the 
Railroad Retirement Board have estimated that the enactment of 
these proposals would reduce this deficit to 0.60 percent of taxable 
payroll or about $34 million a year. Although the deficit is on an 
estimated basis and the actual future status of the account will likely 
reflect a variation, it is clear that the account would be in a more 
solvent position under the proposed legislation than it is at the present 
time. In addition, the increased benefits and other liberalizations 
would provide greater economic security for workers covered under 
the system. e are in favor of these results. If it is determined 
that the proposals would accomplish these results on a sound basis, 
we recommend that they receive the most earnest consideration in 
these respects. 
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We favor sound improvements in the railroad unemployment in- 
surance system. From information available to us, however, it ap- 
pears that the proposed improvements would create a deficit in the 
unemployment insurance account) of $25 to $75 million by June 30, 
1959, notwithstanding the proposed increase from 3 to 3% percent in 
the maximum tax rate on employers under the law. We suggest that 
the problems of financing the railroad unemployment insurance pro- 
gram should be solved before the account starts showing a deficit. 

The Bureau of the Budget advises that they have no objection to 
the submission of this report. 

Sincerely yours, 
James T. O’CoNNELL, 
Acting Secretary of Labor. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
Bureau OF THE BunpGet, 
Washington, D.C., February 21, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House of 
Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: This is in reply to your request for the 
views of the Bureau of the Budget with respect to H.R. 1012, a bill 
to amend the Railroad Retirement Act of 1937, the Railroad Retire- 
ment Tax Act, and the Railroad Unemployment Insurance Act, so 
as to provide increases in benefits and for other purposes. 

This bill would liberalize and increase the retirement, survivor, and 
unemployment and sickness benefits, and provide for extended unem- 
ployment benefits. It would increase railroad retirement taxes and 
ultimately increase the employer contributions to the railroad unem- 

loyment insurance account. Also, the bill would increase the wage 
ase from $350 to $400 a month (from $4,200 to $4,800 annually). 
This latter increase is in line with the 1958 amendments to the Federal 
old-age and survivors’ disability insurance system and was recom- 
mended by the President in his 1960 budget message. 
In the retirement system, the benefit rates want be raised by 10 
ercent and other substantial liberalizations would be made at a total 
evel premium cost of 2.63 percent of payroll according to the Board’s 
estimate. 

The railroad retirement system is at present confronted with an 
actuarial deficiency of 4.18 percent of payroll. Both your committee 
and the administration recognize that this serious deficiency must be 
remedied if the system is to be maintained on a sound reserve basis. 
Under this bill the additional revenues which would be provided for 
the railroad retirement system through increases in the tax rate and a 
higher wage base would offset the increase in benefit outlays and would 
reduce the actuarial deficit to 0.60 percent of payroll according to 
actuaries of the Railroad Retirement Board. On the basis of their 
estimates, this would go far toward making the railroad retirement 
system self-financed. 

The estimated reduction in the actuarial deficiency from 4.18 to 
0.60 percent, however, is based upon many assumptions including 
several which could turn out to be optimistic. First, the Board’s 
actuaries estimate that as a result of the financial interchange with 
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the old-age and survivors’ insurance trust fund, the railroad retirement 
system cost will be reduced by 1.12 percent of payroll. The actuaries 
of the Social Security Administration believe that this estimate is 
high and that probably no net reductions will accrue to the railroad 
retirement system. Second, the estimate assumes a level annual 
taxable wage base of $5.6 billion. Actual payrolls have been below 
this level. In 1957, they were $4.6 billion and in 1958, $4.1 billion. 
Therefore, there is reasonable doubt that the $5.6 billion wage base 
will be realized. We believe that these are points on which the 
committee might wish to develop further information. 

Aside from the above comments concerning financing of the system, 
two of the the bill’s retirement provisions pose problems: 

(1) Under the existing law an individual cannot receive disability 
benefits for any month in which he is paid more than $100 in earnings. 
Under the bill this would be modified so that the disability benefit 
would be denied for any month in which earnings exceed $100 only 
if his annual earnings exceed $1,200. This proposed annual earnings 
criter.on would seriously weaken the existing test for determining 
whether disability continues to exist. Under the proposed bill an 
individual could earn $300 a month for 4 months (which raises a 
serious question as to his continued disability) and still draw his 
monthly disability benefits for the entire year. Under existing: law 
his benefits would be withheld for these 4 months. While this annual 
criterion is found in the old-age and survivors’ insurance program, 
it is not applicable to the disability benefits part of that program. 
Moreover, inasmuch as the railroad program provides benefits under 
considerably less stringent conditions in occupational disability cases, 
it would appear most undesirable to weaken the disability test by 
liberalizing the earnings provisions, 

(2) The existing law provides that annuities be based upon either the 
railroad formula or the old-age and survivors’ insurance formula, 
whichever yields the higher amount. This particularly affects survivor 
cases, two-thirds of which now draw benefits under the old-age and 
survivors’ insurance formula. These bills would provide a 10-percent 
increase in annuities determined under the old-age and survivors’ 
insurance formula as well as a 10-percent increase in annuities deter- 
mined under the railroad formula. As the use of the old-age and 
survivors’ insurance formula is designed to assure that railroad 
benefits will not be lower than social security benefits, it is questionable 
that the benefit resulting from the OASI formula (which were recently 
increased by 7 percent) should be increased when applied to railroad 
cases. 

Also, proposed amendments to the Railroad Unemployment Insur- 
ance Act raise important questions: 

(1) The duration of unemployment. benefits would be extended 
from the present 26 weeks to 39 weeks for employees with 10 to 15 years 
of service and to 52 weeks for employees having 15 years or more 
service. The present maximum daity limit on unemployment benefits 
would be increased from $8.50 to $10.20 with corresponding increases 
in the relationship to gross pay from 60 percent to 70 percent. 

The President has urged the States to improve the duration and 
amounts of benefits paid under the States unemployment compensa- 
tion programs. His 1959 Economie Report states: ‘Benefits should 
be raised so that the majority of covered workers will be eligible for 
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payments equal to at least half of their regular earnings; and the 
maximum duration of benefits should be lengthened to 26 weeks for 
any person who qualified for any benefits and who remains unemployed 
that long.” The existing provisions of the Railroad Unemployment 
Insurance Act meet the above criterion. The proposed increases 
should receive the most careful scrutiny, since they involve broad 
questions of social policy. 

In addition to te fundamental question of relationship to the basic 
unemployment insurance system which needs thorough consideration, 
the proposed extended weekly benefits could impair incentives to move 
into other lines of work. This would seem to be an undesirable 
consequence jn view of the fluctuating railroad employment situation. 
Similar impairment might result from the proposed benefits inasmuch 
as the level of compensation could, in many cases, be substantially in 
excess of 70 percent when related to take-home pay. These proposed 
liberalizations on unemployment insurance are estimated by the 
Railroad Retirement Board to account for a significant part of the 
increased cost and the required increased employer contributions rate. 
It also appears likely that the maximum tax rate of 3% percent specified 
in this bill will fall short of covering the cost of these benefits. 

(2) The bill would virtually eliminate any waiting period for un- 
employment benefits. An individual would be entitled to benefits 
even though he was out of work for only 1 day. Experience bas 
shown that there are significant reasons for a waiting period. It is not 
necessary to compensate every small case of wage loss which is often 
attendant upon normal and smooth adjustments between labor 
demand and supply. Few eligible workers lack sufficient funds to 
tide them over for a few days of unemployment. In addition, the 
waiting period minimizes administrative costs involved in processing 
and paying very small claims, and serves to conserve the fund so that 
it can be used for benefit payments for more significant unemployment 
risks. 

(3) Unemployment compensation benefits are designed to offset 
current loss of income due to unemployment, not to reimburse for 
prior losses. This principle is violated by the proposed temporary 
extended benefits, which would provide benefits in the future to an 
individual who had days of unemployment between June 19, 1958, 
and April 1, 1959. The principle is again violated by provisions 
of the bill which would make all proposed benefit increases retroactive 
to June 30, 1958. 

The above provisions, in our opinion, should receive the most care- 
ful scrutiny because they involve serious questions of social policy 
and possible precedents for other programs. The additional costs of 
these benefits should also be considered in relation to the pressing 
problem of assuring a sound financial base for existing benefits. 

Altogether, the proposed benefit liberalizations, when added to 
the needed steps which these bills take toward elimination of the 
present serious financial deficiency in the railroad retirement svstem 
would entail a substantial increase in railroad retirement and rail- 
road unemployment taxes. The immediate effect of these bills would 
be to raise the railroad retirement rate to 13% percent and the un- 
employment rate to 3% percent, or a combined total of 17 percent 
of covered payroll—6% percent on workers and 10% percent on 
the carriers. By 1969 the railroad retirement tax rate would rise 
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to 18 percent, thus leading to a combined total of 21% percent of 
covered payroll—9 percent on employees and 12% percent on the 
employers. These rates would compare with the present railroad 
tax rate of 12% percent and unemployment rate of 3 percent, a com- 
bined total of 15% percent—6% percent on workers and 9% percent 
on the carriers. The desirability and feasibility of the proposed 
substantial liberalization in benefits for railroad workers in this 
industry at these payroll tax rates must, of course, be judged in 
terms of the industry’s long-term prospects and its competitive 
position with other forms of transportation. The sharp tax increase 
necessary to pay for the liberalizations over the next decade, would 
present a grave problem for the railroad industry—an industry which 
is already receiving emergency financial aid from the Government 
under legislation enacted in the 85th Congress. 

The impact on the employees would also be substantial and has led 
to legislation being introduced to obtain exemptions of employees’ 
contributions from Federal income tax provisions. In the 1960 
budget message, the President opposed changing the status of such 
contributions for Federal income tax purposes. 

In summary, enactment of legislation to place the railroad retire- 
ment system on a sound and fully self-financing basis and to increase 
the level of wages covered under the system was recommended by 
this administration. While H.R. 1012 would make a useful con- 
tribution in this direction, it incorporates substantive provisions 
affecting both railroad retirement and railroad unemployment. bene- 
fits which we believe are questionable. The proposed liberalizations 
would also create a financial problem in the railroad unemployment 
program. Accordingly, the Sateen of the Budget would strongly 
recommend against enactment of H.R. 1012 in its present form. 

Sincerely yours, 
Puitur S. Huauss, 
Assistant Director for Legislative Reference. 





DEPARTMENT OF Heattu, Epucation, AND WELFARE, 
March 11, 1959. 
Hon. Oren HaArnis, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This letter is in response to your request of 
January 20, 1959, for a report on H.R. 1012, a bill to amend the 
Railroad Retirement Act of 1937, the Railroad Retirement Tax Act, 
and the Railroad Unemployment Insurance Act, so as to provide 
increases in benefits, and for other purposes. 

H.R. 1012 would increase benefit amounts under the railroad retire- 
ment program by 10 percent, change the wage and tax base from 
$350 to $400 per month, and increase the rate of employer and em- 
ployee contributions to the railroad retirement system from 6.25 
percent of taxable payroll to 6.75 percent each; all of these changes 
would be effective on January 1, 1959. The contribution rates would 
be increased to 7.25 pe each on January 1, 1962, with further 
increases in the contribution rate to be made after 1964 geared to the 
increases in tax rates under the Federal old-age, survivors, and dis- 
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ability insurance program. The ultimate rate would be 9 percent 
each for railroad employers and employees, beginning on January 1, 
1969, if the present old-age, survivors, and disability insurance tax 
schedule is maintained. 

Under other provisions of the bill the present monthly earnings test 
applicable to individuals receiving railroad disability annuities would 
be put on an annual basis; the earnings test which applies to railroad 
survivor annuitants outside the United States would be made the 
same as that which applies to railroad survivor benefits inside the 
United States; and reduced annuities would be provided for spouses 
and women workers beginning at age 62. 

The proposed law would amend the Railroad Unemployment 
Insurance Act by (1) increasing the wage and tax base from $350 to 
$400 a month, effective January 1, 1959; (2) increasing the maximum 
number of days of unemployment payable in the first registration 
period from 7 to 10 days, with Sundays and holidays treated the same 
as other days; (3) providing a new schedule of daily benefit amounts 
for both unemployment and sickness, ranging from $4.50 to $10.20 
(the present range, $3.50 to $8.50), effective retroactively to June 30, 
1958, in most cases; (4) increasing the alternative daily benefit rate 
for unemployment and sickness from 50 percent to 60 percent of daily 
rate of pay; (5) providing additional 13 to 26 weeks of unemployment 
benefits (depencing on years of service) for workers with 10 or more 
years of railroad service who exhaust their normal benefits; (6) provid- 
ing an early beginning of benefit years for workers with 10 years of 
service not currently qualifying for benefits; (7) providing retroactively 
to railroad workers with less than 10 years’ service who exhausted 
their unemployment benefits after June 30, 1957, additional benefit 
rights allel in duration to those granted under the Temporary 
Unemployment Compensation Act of 1958; (8) increasing the qualify- 
ing amount of base-period wages for unemployment and sickness 
benefits from $400 to $500, effective for base years beginning on or 
after January 1, 1958; and (9) adopting a new tax schedule which in- 
creases the maximum contribution rate from 3 percent to 3% percent, 
effective January 1, 1959. The changes described in clauses (2)—(6), 
above, would be effective retroactively with respect to benefits ac- 
cruing in general benefit years after the benefit year which ended on 
June 30, 1958, and in extended benefit periods (described in clause (5)) 
as early as January 1, 1958. 

The sponsors of the predecessor bills of the 85th Congress (S. 1313 
and companion bills HR. 4353 and H.R. 4354) indicated, at least 
when the bills were introduced and for some time thereafter, that 
they would favor the enactment of the proposed amendments to the 
Railroad Retirement Act only if legislation were also passed which 
would exclude the amount of the employee contributions from taxable 
income under the Federal income tax laws. We do not know whether 
or not the acceptability of the present legislation is conditioned on the 
enactment of a corollary income tax exemption measure. Our objec- 
tions to this type of income tax legislation are outlined in the March 15, 
1957, report of this Department to your committee on H.R. 4353, 
H.R. 4354, and other similar or identical bills. 

The seventh actuarial valuation of the railroad retirement account 
showed that the railroad retirement system was operating with a 
deficiency of 4.18 percent of taxable payroll as of the end of 1958, 
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based on the legislative provisions then in effect. This figure com- 
pares with a deficiency of 1.63 percent of taxable payroll shown by 
the sixth triennial valuation contained in the 1955 Annual Report of 
the Railroad Retirement Board. The increase in the actuarial defi- 
ciency has in large part been the result of the increased benefit costs 
due to the amendments to both the Railroad Retirement Act and the 
Social Security Act in the intervening years, without any correspond- 
ing changes in the financing basis of the railroad retirement program. 

it seems clear that some action is needed to improve the financial 
condition of the railroad retirement system. As you know, the Presi- 
dent in his recent budget message recommended that the railroad 
retirement system be placed on a sound actuarial basis, stating that 
“. . taxes on railroad employment should be increased at the 
earliest possible time, without changing the status of such contribu- 
tions for Federal income tax purposes.’”’ We do not know the precise 
degree to which the tax increases proposed by H.R. 1012 would 
improve the financing of the railroad system, considering the sub- 
stantial increase in the cost of the program resulting from the benefit 
changes proposed—primarily that relating to the 10 percent increase 
in benefits. 

The President in his budget message recommended increasing the 
wage and tax base of the railroad program from $350 to $400 per 
month, as would be done by H.R. 1012. The $400-per-month figure 
would correspond with the $4,800-per-year-wage base provided for 
old-age, survivors, and disability insurance, effective for 1959 and 
later years, by the Social Security Amendments of 1958. An increase 
in the railroad retirement wage base would reduce somewhat the 
actuarial deficiency of the program. 

It is our belief that any liberalization of railroad unemployment and 
sickness benefits should be accompanied by provisions for the adequate 
financing of the increased costs. As it is not certain that a maximum 
contribution rate of 3.5 percent on compensation up to $400 a month 
will afford sound financing for the railroad unemployment system, the 
committee may wish to consider some adjustment in either the maxi- 
mum rate in the proposed tax schedule or in the proposed benefit 
provisions. 

We have particular reference to the proposed increase in the benefit 
rate of 60 percent of the employee’s daily rate of pay in his last em- 
ployment in the base year. While many State unemployment insur- 
ance laws provide for theoretical benefit rates equivalent to 60 percent 
or more of average weekly wages, these provisions are invariably 
accompanied by maximum benefit ceilings that operate to reduce this 
percentage to considerably below 50 percent for the majority of 
workers, especially in the case of higher paid workers. Since, under 
the proposed legislation, the railroad system would have the highest 
weekly ceiling on benefits ($51) in continental United States, the pro- 
posed daily benefit-rate schedule would in fact replace a higher pro- 
portion of earnings than is provided through those State systems pay- 
ing the highest benefits for workers in private industry or for Federal 
employees. 

We would urge the comittee to report out legislation that will 
correct the existing deficiencies in the financing of the railroad retire- 
ment and unemployment systems and assure their functioning on an 
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actuarially sound basis. The information available to us indicates 
that while H.R. 1012 would very substantially improve the existing 
situation, it would not without some modification of its provisions, 
fully achieve this objective. 
The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 
Sincerely yours, 


ArtuurR 8S. FLemmina, Secretary. 











MINORITY VIEWS 


We believe that the committee should recommend the enactment of 
H.R. 1012 as introduced. 

We find H.R. 5610 entirely unacceptable, because the major amend- 
ments it proposes are clearly an assault upon basic principles of social 
insurance which, in some cases, have been accepted as national policy 
since the enactment of the Railroad Unemployment Insurance Act. 
Clearly principles which have applied for as long as 20 years should 
not be wiped out without just and reasonable cause and, in our judg- 
ment, no abuses of any extent serious enough to warrant the deprival 
to unemployed railroad workers of these long-standing provisions 
have been brought to the attention of the committee. e hold the 
same view with respect to the proposals in H.R. 5610 to strike out 
provisions for sickness benefits which have been in effect since the 
system of sickness insurance was enacted in 1946. The need today 
is for improved protection of those who become unemployed or ill; it 
is counter to logic and justice to provide even less aid to the victims 
of unemployment or illness at a time when they are confronted with 
a greatly inflated cost of living over conditions prevailing at the time 
the original legislation was enacted. 

Perhaps the most alarming aspect of the committee’s action in this 
assault upon long-standing principles of social insurance is the callous 
disregard for due process contained in the provisions carrying out 
these changes. Persons ought not to be discharged for cause without 
an opportunity to appeal. No government bureaucrat should be 
empowered to withhold unemployment benefits from a family without 
appropriate standards of review of his action. We believe that workers 
ought to be able to quit their job if they can find a better one. The 
committee bill would seriously hinder this basic right of choice. We 
cannot imagine that the Congress will want to interfere with this 
choice. 

BACKGROUND 


The subject matter of H.R. 1012 was before the 85th Congress 
during practically the entire period of its duration. Early in the first 
session of that Congress the chairman of this committee, Mr. Harris, 
introduced H.R. 4353. The ranking minority member, Mr. Wolver- 
ton, introduced an identical bill, H.R. 4354 and numbers of other 
members of both parties did likewise. An identical bill, S. 1313, was 
introduced in the Senate by a large bipartisan group of Senators. 

Both this committee and the Senate Committee on Labor and Public 
Welfare held extensive hearings on those bills in the first half of 1957. 
After giving the most thorough consideration to all the evidence, both 
this committee and the Senate committee reported favorably on the 
bills, with amendments. 

S. 1313, amended as recommended by the Senate committee, and 
further amended to reduce improvements in unemployment insurance 
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benefits so as to conform with the recommendations of this committee, 
was passed in the Senate late in the last session of the 85th Congress, 
with the understanding that as so amended it would have the support 
of this committee in the House. 

H.R. 1012 as introduced by the chairman of this committee is 
identical to the amended S. 1313 that passed the Senate last year. 
The ranking minority member of this committee, Mr. Bennett, 
together with many other Members of the House introduced identical 
bills. The representatives of the railroad employees accepted and 
supported this compromise bill in the expectation that by doing so 
there would certainly be prompt completion of the action the last 
Congress almost but not quite consummated. 

We are particularly disturbed by the unreasonable provisions which 
H.R. 5610 would establish concerning the payment of benefits to 
workers who voluntarily quit their jobs and are discharged for mis- 
conduct. The bill reported by the majority of the committee would 
apply to railroad workers even stricter Seanaliication provisions than 
are applied to workers in other industries and for this reason alone 
are patently unfair and unreasonable. The provision regarding those 
discharged for misconduct is especially inappropriate inasmuch as a 
similar provision in the original law was removed, at the request of 
both railroad management and the railway labor organizations, on 
grounds that it was unworkable and improper. 


VOLUNTARY QUITS AND FAILURE TO ACCEPT SUITABLE WORK 


The Railroad Unemployment Insurance Act, like most State un- 
employment compensation laws, disqualifies an employee for benefits 
for a reasonable but limited period if he voluntarily leaves suitable 
work without good cause or fails without good cause to accept available 
suitable work. Under the Railroad Act the period of disqualification 
is ee and the States provide varying but generally comparable 
periods. 

These disqualifications recognize that an employee should not have 
a free choice to stop working or to refuse work and draw unemploy- 
ment insurance benefits instead. But by putting a reasonable limit 
on the period of disqualification they also recognize a number of other 
pertinent factors. ‘There is attached hereto a table showing the pro- 
visions of law in the several States which cover disqualification periods 
for voluntary quits. 

Generally people who are dependent on wages for a livelihood want 
to keep jobs they have and get better ones and want to find jobs when 
they are unemployed. They do not capriciously quit suitable jobs 
or turn down suitable job opportunities, and unemployment insurance 
legislation should not be considered on the premise that they do. 

Working people quit apparently suitable jobs for many reasons. 
They may have a better job in prospect which does not materialize 
and in retrospect an administrative official of a Government agency 
may not consider the prospeet good cause for quitting. The same 
factors may operate regarding a decline of proffered employment. 
An employee may find himself physically no longer able to cope with 
the requirements of the job he has been holding, though he may not 
be technically considered disabled for the job. Tis boss may not like: 
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him and may make the job so miserable for him that he quits even 
though, to an objective observer, the work appears suitable. Or an 
employee may be threatened with disciplinary action and be offered 
the alternative of voluntary resignation; he may choose this alterna- 
tive even though innocent of any infraction rather than run the risk 
of a bad employment record that would be a lifetime handicap. 
The present provisions of the Railroad Unemployment Insurance 
Act reflect a reasonable balancing of all these factors. But H.R. 5610 
proposes a continuing disqualification for benefits of all employees 
who quit work or fail to accept work until they again get a railroad 
job and work in it at least 20 days. Often this would be a permanent 


disqualification. Such a penalty, based on necessarily dubious judg- 


ments, loses contact with the basic function and purposes of un- 


#mployment insurance. 


DISCHARGE FOR MISCONDUCT RELATED TO HIS WORK 


When the Railroad Unemployment Insurance Act was enacted in 
1938, it contained a provision disqualifying employees for benefits for 
45 days if they had been discharged for misconduct relating to their 
work. But, in 1939, before the act went into operation Congress re- 
moved this disqualification on the recommendation of railroad man- 
agement, labor, and the Railroad Retirement Board. All concerned 
then recognized that it was not desirable to have the Board intrude 
its judgment as to the basis of discharge into the delicate machinery 
of the Railway Labor Act for the handling of grievances. Twenty 
years later, this committee now recommends that a discharge for 
misconduct related to his work be made, in effect, a permanent dis- 
qualification. 

H.R. 5610 proposes that an employee discharged for misconduct 
related to his work be disqualified for benefits until he again gets 
railroad employment and works for at least 20 days. Virtually the 
only chance such an employee has to be reemployed in railroad serv- 
ice is his reinstatement on the ground that he was improperly dis- 


charged. Thus the judgment of the Railroad Retirement Board as 


to the propriety of discharge would become decisive of benefit rights 
involving thousands of dollars as well as being a prejudgment of the 
outcome of grievance procedures. 

Here again, broader considerations too are involved. The right of 
an employer to discharge an employee for misconduct, subject to 
review through grievance procedures, is one that the employer must 
have if he is to maintain proper discipline in the performance of work. 
Yet it must be recognized that such rights puts into the hands of 
private parties the power to inflict punishments which in practical 
operation may be far more severe than those that public authority 
could impose through judicial tribunals. When it is proposed, as 
H.R. 5610 proposes, that this penal action of the employer be extended 
to jeopardize the means of subsistence of the employee’s family, 
there is again a loss of contact with the purposes of unemployment 
insurance. We can see no justification for putting into the hands of a 
private enterprise the power to assess as a disciplinary measure a 


deprivation of governmentally administered social insurance benefits. 
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EXTENDED PERIODS OF UNEMPLOYMENT INSURANCE PROTECTION FOR 
EMPLOYEES OF LONG SERVICE 


One of the most serious human problems in industry is the effect 
which technological changes and changes in methods of operation have 
had and continue to have on employment. In ordinary adjustments 
of the forces to meet fluctuating needs reflecting fluctuations in business 
or seasonal conditions junior employees are temporarily laid off in 
inverse order of seniority and may expect to be recalled as need for an 
increased working force returns. The duration of unemployment 
insurance benefits has been geared to such conditions. 

What we have been witnessing in the railroad industry, however, is 
something entirely different. Since the end of World War II techno- 
logical changes and changes in methods of operation have been taking 
place in this industry at an unprecedented rate and the impact of 
these changes on railroad employment has been particularly severe in 
recent years. 

The impact of these changes upon employment opportunities is not 
confined to junior employees. Employees with 10, 20, or 30 and more 
years of service find that their particular skills are no longer needed or 
that employees with these skills are only needed in greatly reduced 
numbers. Such employees are permanently tlisplnced from the rail- 
road industry with very limited or no employment opportunities in 
other industries. They are generally not old enough to retire. The 
normal duration of employment insurance benefits is completely 
inadequate to meet their needs or to discharge the obligation of the 
industry to share with them to some reasonable degree the savings that 
the industry makes through the elimination of their jobs. 

The House and Senate committees last year recognized the need for 
extended benefit periods for the long-service employees, but the com- 
mittee recommendations sharply reduced the period of protection 
below that provided for in the original bills. The Senate committee 
recommended 26 weeks of extended benefits for employees with 10 to 
15 years of service and 52 weeks for employees with 15 or more years 
of service. This committee recommended only half as much—13 
weeks for employees with 10 to 15 years of service and 26 weeks for 
employees with 15 or more years of service. The bill that passed the 
Senate was conformed to the lower recommendations of this com- 
mittee and H.R. 1012 provides only for extended protection at this 
minimum. 

We feel that the provisions of H.R. 1012 represent the very minimum 
of extended benefit protection that is required for the veteran railroad 
employees. It should not be forgotten that this extended protection 
operates only while the individual is actually unemployed—if perma- 
nent suitable work can be found for him either in or out of the railroad 
industry his benefits cease and even temporary work would interrupt 
benefits for the duration of such employment. 


COMPENSABLE DAYS OF SICKNESS 


H.R. 1012 proposes no change in the number of days of unemploy- 
ment due to sickness that are now compensable, i.e., 7 in the first 
registration period in a benefit year and 10 in subsequent registration 
periods. H.R. 5610, however, proposes to reduce the number of 
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compensable days from seven to five in the first registration period in 
benefit year and to condition the payment of benefits in subsequent 
registration periods upon the employee’s having at least 7 days of 
sickness or unemployment or both in such registration period or in the 
14 days immediately preceding it. Here again is a reduction in bene- 
fits that have been provided since 1946. It would mean that em- 
ployees could be repeatedly sick for periods up to 8 days and never be 
compensated for any of the wage loss resulting from such sickness. 
This is particularly discriminatory in light of the fact that provisions 
for paid sick leave are very rare in the railroad industry outside the 
official classes. The provisions of the Railroad Unemployment Insur- 
ance Act pertaining to unemployment due to sickness meet a need 
which in many other industries is met by provisions for sick leave at 
full pay. 


ARBITRARY TIME LIMITATION ON COMPENSABLE DAYS OF SICKNESS 


H.R. 5610, page 18, 1. 21—page 19, 1. 11, would bring into the Rail- 
road Unemployment Insurance Act a drastic time limitation on the 
compensability of days of sickness, superimposed on present limitations 
that have governed since the inception of the program. It is a com- 
plicated provision that says in substance that no days of sickness 
shall be compensable if they occur more than 90 days after the 
employee last worked in railroad service for compensation, excluding 
from such 90-day period any days on which the employee was dis- 
qualified for benefits for participating in a wildcat strike and any days 
in sickness or unemployment registration periods. 

Presumably the majority of the committee feels that an employee 
who for a period of 90 days has not had railroad employment, has not 
been sick, and has not been unemployed, has severed his connection 
with the railroad, and, hence, should be deprived of any benefits for 
which his past railroad service has qualified him. But, as the above 
example shows, such an employee is likely to have built up valuable 
seniority rights and the price of protecting those rights against for- 
feiture is a continuing daily obligation to respond to any need the 
railroad may have for his services. It is brutal and inhuman to place 
such an arbitrary time limitation on his benefit rights. Here once more 
is an instance where the committee bill is a step backward. Here 
again benefits that have been in effect for years are being taken 
away. 

OTHER BACKWARD-MOVING AMENDMENTS 


Other amendments proposed by H.R. 5610 would take away, with- 
out just cause, benefits provided under the existing law, or improve- 
ment proposed by H.R. 1012 which are warranted in order to provide 
fair treatment to covered employees. 

Present law, for example, provides that benefits may be paid onl 
for days of unemployment in excess of 7 in the first registration period, 
14 days, in a benefit year. This condition has become troublesome 
since 1954 when most of the nonoperating employees were covered by 
an agreement providing for pay for holidays not worked, such pay, 
however, being conditioned upon the employee’s working on the 
workday immediately preceding and the workday immediately follow- 
ing the holiday. This condition has operated as an inducement to 
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some railroads to escape holiday pay by laying off workers on the day 
before or the day after a holiday. Thus the employee loses a working 
day’s pay and his holiday pay but does not qualify for unemployment 
insurance, since an employee may be repeatedly unemployed for days 
up to six without ever qualifying for unemployment benefits. 

1012 would alleviate this unjust situation by providing for the pay- 
ment of unemployment benefits in excess of four in the first registra- 
tion period, the same as is now provided with respect to registration 
periods subsequent to the first. We regard this as a salutary pro- 
vision. H.R. 5610 would eliminate it. 

Since 1946, when provisions to compensate for unemployment due 
to sickness were adopted, the Railroad Unemployment Insurance Act 
has provided payment of benefits for maternity periods—a reason- 
able period before and after the birth of a child during which a woman 
worker may refrain from work and be considered unemployed on 
account of sickness. These provisions have been considered con- 
ducive to the health of mothers and children and hence to the social 
and economic benefit of the Nation. Their cost has been negligible— 
only about 2.4 percent of the benefits paid under the unemployment 
and sickness insurance system, and, in our opinion, there has been 
no evidence introduced this year which detracts in any way from the 
heretofore recognized merits and social justice of this provision. 
H.R. 5610 would wipe out these benefits although they have been 
provided since the establishment of the sickness insurance program. 

Besides eliminating maternity benefits, H.R. 5610 would establish 
a number of irrelevant and unjust disqualifications for sick benefits 
that depart from long-established and fundamental principles and 
purposes of social insurance legislation. H.R. 5610 proposed to dis- 
qualify days of sickness on the same extreme grounds that it would 
disquality days of unemployment after a voluntary quit or failure to 
accept available work. In addition, it would require the Railroad 
Retirement Board to determine before it could pay any benefits for 
days of sickness the completely theoretical question of whether or not 
the individual would be available for work if he were not sick. It 
would also disqualify an employee who became sick while partici- 
pating in a prohibited strike, even though for all anyone knows he 
might have abandoned such participation and returned to work had 
he not been sick. 

The important point with respect to all these proposed disqualifica- 
tions is that whatever bearing they may have on the right to claim 
benefits for lack of work and however extreme they may be in that 
context, they have no legitimate bearing in the rights of a qualified 
employee who is sick and for that reason is unable to work, no matter 
what jobs might be available to him if he were well. The proposals 
in HR. 5610 to disqualify claimants on these irrelevant bases reflect 


only further attempts to deprive employees of benefit rights they have 
had since the program was adopted. 
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CONCLUSION 


We believe that the recommendations that committee made last 
year with respect to railroad unemployment insurance reflected a 
reasonable compromise of conflicting interests and recommendations 
for the time being. They won acceptance in the Senate last year and 
would undoubtedly have been accepted by the House if an opportunity 
for action had been presented. H.R. 1012 as introduced would carry 
out those recommendations as well as the substantive recommenda- 
tions of the majority of the committee, in which we concur, regarding 
amendments to the Railroad Retirement Act and Railroad Retire- 
ment Tax Act. We, therefore, urge that the provisions of H.R. 1012 
rather than H.R. 5610 be passed. 
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TaBLE 27.—Disqualification for voluntary leaving, good cause and disqualification 
imposed—Continued 
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1 Good cause restricted to that connected with the work, attributable to the employer or involving fault 
on the part of fhe employer. See text for exceptions in States footnoted. 

2 By statute, benefits postponed and/or reduced or canceled for other than last separation as indicated: 
from the beginning of the base period (Colorado, Louisiana, and South Dakota); within specified periods 
preceding a claim 52 weeks (Georgia). 1 year (Missouri). See footnote 6 and text. 

3 Unless otherwise indicated in States noted, ‘‘W+’’ means week of occurrence plus indicated number 
of weeks following. Disqualification period begins with week following separation (Colorado); week for 
which a claim is filed (Georgia, North Dakota, Oklahoma, South Carolina, and Vermont); unless the claim- 
ant has bona fide employment after separation (Illinois and Utah); week following filing of claim (Texas). 
Weeks of disqualification must be weeks in which the claimant is otherwise eligible (Illinois); is otherwise 
eligible or earns wages equal to his weekly benefit amount (Arkansas, Minnesota, and Oregon); weeks in 
which the claimant meets reporting and registration requirements (California); weeks following registration 
in which the claimant is in the labor market (New York); weeks for which claim is filed within the current 
benefit year and following benefit year if it begins within 12 months after the current year (North Carolina); 
weeks of otherwise compensable unemployment (South Dakota). See also footnote 7. 

4 Figures show minimum employment or wages required to requalify for benefits. 

$“ Equal” indicates a reduction equal to the weekly benefit amount multiplied by the number of weeks 
of disqualification. ‘‘Optional’’ indicates reduction at the discretion of the agency. 

6 If the separating employer was the only base-period employer, cancellation results in disqualification 
for at least the remainder of the benefit year (Alabama, Michigan, and Ohio) or for at least the duration of 
the unemployment (Wisconsin). 

? Agency may add 1-8 weeks more for successive disqualifications. 

* State counted in two columns. See text for explanation of double periods. 

* If individual left to accept permanent full-time work with another employer, benefit rights are restored 
if he is laid off for lack of work by the new employer within 39 weeks or, if he left to return to a former em- 
ployer in response to a recall, benefit credits are transferred to recalling employer and cancellation does not 

ply (Michigan). Disqualification not applied if individual left to accept bona fide offer and earned 10 
times his weekly benefit amount from the new smplexer (Ohio). Deduction recredited if individual returns 
to covered employment during benefit year (West Virginia). 

#” Applicable only if claim is filed immediately after disqualifying separation. 
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VIEWS OF MR. BENNETT OF MICHIGAN 


I am opposed to the committee bill H.R. 5610 in its present form. 

I regret exceedingly that a majority of the committee did not see 
fit to approve a number of amendments to the Railroad Unemploy- 
ment Insurance Act contained in H.R. 1012 as introduced by the 
chairman of the committee and H.R. 1013 which I introduced and 
which were supported by all the standard railway labor organizations. 
In particular I refer to the section in H.R. 1012 which provided ex- 
tended unemployment benefits, beyond the 130 days a year of normal 
benefits now allowed by law, to employees who have had 10 or more 
years of service in the railrcad industry and have been laid off and are 
unable to obtain emplovment. This provision was approved by the 
committee last year in its report on H.R. 4353. Iam also opposed to 
a number of committee amendments in the reported bill which drasti- 
cally restrict unemployment and sickness benefits which have been a 
part of the Railroad Unemployment Insurance Act since their adop- 
tion in 1938 and 1946, respectively. Under these circumstances, I 
favor H.R. 1012 as introduced in preference to the committee bill. 


Joun B. BENNETT. 
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